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MONDAY, APRIL 4, 1960 


U.S. SENATE, 
SUBCOMMITTEE ON PROBLEMS OF THE AGED AND AGING, 
ComMITTEE ON LABor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met at 9:30 a.m., pursuant to call, in room 4232, 
New Senate Office Building, Senator Pat MeNamara (chairman of 
the subcommittee) a 

Present: Senators McNamara (presiding), Randolph, Dirksen, and 
Brunsdale. 

Subcommittee staff members present : Sidney Spector, staff director; 
Harold Sheppard, research director. 

Committee staff members present : Stewart E. McClure, chief clerk; 
Robert W. Barclay, professional staff member; Raymond Hurley 
and G. F. Randolph, minority professional staff members. 

Senator McNamara. The hearing will be in order. 

The health needs of the aged are a matter of crucial concern to all 
Americans—the senior citizens who are immediately involved and the 
younger generations who one day will join their ranks. 

Simply stated, the problem is this: How can America’s senior cit- 
izens meet the costs of health care at a time when income is lowest 
and potential or actual disability at its highest ? 

Top priority was given in the first subcommittee report to develop- 
ing an effective solution which will help the aged finance their medi- 
cal care. 

No manner of personal budgeting, no magic Einstein formula can 
be devised to stretch a fixed, marginal budget—on which the bulk of 
the elderly subsist—to provide for expensive medical services. 

It is a tragic commentary on our times that our senior citizens are 
frequently faced with the choice either of purchasing food or needed 
medication. 

The devastating effect of illness on the financial stability of the aged 
is reflected in the subcommittee records. 

Farsighted men and women who had scrimped and saved for the 
proverbial rainy day find themselves suddenly pauperized as a result 
of catastrophic or lengthy chronic illness. This is morale shattering 
to those who, during their working years, had been active, independ- 
ent and self-respecting citizens. 

Statistics indicate that millions of our aged are, in fact, medically 
indigent. Many do not seek medical aid because they refuse to resort 
to charity. Even the aged who are in relatively good health and 
have moderate financial resources worry about the future should ill- 
ness strike and the cost be beyond their means. This has been aptly 
described as one of the worst nightmares of retirement years. 
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There is simply no human justification for any American to have 
to suffer unnecessarily a prolonged illness or put off a medical checkup 
because of his fear of hospit: al bills and of the exorbitant prices of 
medicine. 

From the expert testimony, the experiences of local administrators, 
the reports of the older persons themselves, and from extensive studies 
by this subcommittee, one principle is clearly evident: A program of 
comprehensive health insurance is required to meet the minimum 
health needs of the retired aged of this Nation. 

Statistical documentation of this recommendation is detailed in the 
first report of the subcommittee. 

The aged want to protect themselves through comprehensive health 
insurance, but in many instances the cost is prohibitiv e or they are 
ineligible because of physical reasons. 

An effective health program should be able to finance medical care 
without making charity cases of millions of senior citizens. Such 
legisiation should emphasize self-reliance and independent living and 
must shun charity and institutionalization. 

The essential elements in broad terms of a health insurance program 
should include: 

Emphasis on prevention of illness and on early diagnosis and 
treatment. 

(2) Adequate coverage of hospital costs. 

(3) Treatment and rehabilitation in a skilled-nursing home or in 
a supervised program of nursing care at home. 

(4) Help in meeting part of costs of very expensive drugs. 

(5) Coverage of those aged presently retired who do not qualify 
for social security, but who are urgently in need of health insurance. 
(6) A system of prepaid social insurance to finance such services. 

(7) Stimulation of research and expansion of demonstration pro- 
grams for community health services. 

A number of proposals have been offered to achieve these objectives. 
We hope in these hearings to sift the elements of various proposals, 
review the relevant data, and arrive at a sound solution. 

We are grateful to those who have accepted our invitation to par- 
ticipate in our hearings. We are fortunate in having nationally 
known experts who will give us their best judgments on the ni ture 
of the problem and the needs to be met and officials of insurance com- 

anies who will discuss the extent to which private health insurance 
is meeting the health needs of the aged. 

It is our earnest hope that these hearings will pave the way to 
legislation to meet the health needs of the aged at this session of 
Congress. Our 16 million American senior citizens deserve prompt 
consideration—and positive action. 

The first witness this morning is Mr. Leonard Lesser, of the United 
Automobile Workers. 


STATEMENT OF LEONARD LESSER, ON BEHALF OF WALTER P. 
REUTHER, PRESIDENT, UNITED AUTOMOBILE, AIRCRAFT, AND 
AGRICULTURAL IMPLEMENT WORKERS OF AMERICA 


Mr. Lesser. Good morning, Senator. 
Senator McNamara. We certainly are glad to have you here. We 
know your organization has had great experience in this field, having 
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struggled with the problems of the aging and aged for well over 25 
years. I am sure that your testimony will be of value to the sub- 
committee. You may proceed in your own manner, sir. 

Mr. Lesser. Mr. Chairman and members of the committee, I would 
like to first present Walter Reuther’s apologies and regrets for not 
being able to be here this morning. I was at the airport to pick him 
up last night, and after 11 o’clock got a call from Pittsburgh where 
the plane had been grounded and continuation of the flight had been 
canceled. He regrets terribly that he was not able to present his 
statement and the further comments which he would have made in 
person. 

Mr. Chairman, I would like for the record to submit the statement 
of Mr. Reuther, sufficient copies of which I have presented to the com- 
mittee. We can make more available, if necessary. 

Senator McNamara. We are happy to have the statement and it 
will appear in its entirety in the record at this point. 

Mr. Lesser. Thank you, sir. 

(The prepared statement of Mr. Reuther follows :) 


PREPARED STATEMENT OF WALTER P. REUTHER, PRESIDENT, UNITED AUTOMOBILE, 
AIRCRAFT, AND AGRICULTURAL IMPLEMENT WORKERS OF AMERICA (UAW) 


I was happy to receive the invitation to appear before your subcommittee and 
discuss an issue that has not only been of greatest concern to me personally and 
to the many members of our union and to their families, but that has now become 
one of the major issues facing the entire American public today. 

I believe that a proud page of American history is about to be written. In 
the past few months the tide has turned in public acceptance of responsibility 
for acting on the No. 1 issue facing the Nation’s aged, the need for an organized 
program for financing their health care. Although the legislation to bring it 
about has been belittled, ignored, opposed, and suppressed, it is recognized today 
as one of America’s greatest challenges, in a class with civil rights, education, 
and national security. Action has been opposed by a combination of powerful 
and politically influential groups in our society, but these groups cannot prevail 
over the innate sense of responsibility and fair play of Americans. I am proud 
that Americans do not consider the financing of health care for the aged as the 
selfish interest of a special group, but rather view it a matter of concern for all. 

There is now, certainly, incontrovertible evidence that the vast majority of 
the citizens of this country want and expect congressional action this year, to 
help our older citizens to pay their medical bills. 

Last week’s action of the House Ways and Means Committee suggests that 
that body has not yet become fully aware of the public demand for action, and 
of the overwhelming evidence that the best way to deal with the problem before 
us is by providing health benefits to the aged through social security. Just 25 
years ago this week, on April 6, 1935, the House Ways and Means Committee 
reported out the bill which became our Nation’s Social Security Act, and the 
foundation of a system that all America views today with pride and satisfaction. 
It is hard to believe that the Ways and Means Committee of this, the 86th Con- 
gress, will not find a way to do an equally good thing for America by reporting 
out a bill which will use the social insurance to help finance the health care of 
the aged. 

Even in the event that the Ways and Means Committee fails to report out such 
a bill, I am confident that the vast majority of the Members of both Houses of 
the Congress, reflecting the sentiments of the vast majority of all Americans, 
will find a way to bring this legislation to a vote, and to ultimate passage through 
the Congress. 

There can be no doubt today of where the citizens of our country stand on this 
issue. All the polls that concern themselves with the issues in this campaign 
year, place health care for the older people near the top of the list. Polls of 
voters show that the people will support presidential candidates who will act 
onthisissue. The Detroit News in an editorial dated March 8, 1960, remarks: 

“The Nation’s 16 million older citizens * * * are in no mood to accept supinely 
the ills which they feel today’s social and political systems are forcing upon 
them. 
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“* * * The senior citizen, in too many instances, lacks security. The ills of 
old age are a medical nightmare, for his income will not finance adequate health 
eare. He sees inflation eating away at the purchasing power of his pension. He 
looks upon himself as today’s forgotten man. He becomes angry, and in anger 
turns to the party which promises him the most.” 

The New York Times on March 21, 1960, reported a flood of mail favoring 
the Forand bill. In early March, one Senator got 700 letters in 2 weeks to 
make it “uncontested first’ among the 100 topics on which his staff keeps tally. 
An article in the Wall Street Journal last December 17 opened with the fol- 
lowing: 

“Suddenly and unexpectedly, chances are growing that 1960's election year 
Congress will approve some form of compulsory health insurance plans for the 
aged under the social security program.” 

The Harvard Business Review for January and February of this year publishes 
a detailed analysis of health care of the aged. Among its conclusions are: 

“The debate on the health care problem of our senior citizens has reached the 
point where important and far-reaching decisions are inevitable * * *.” 

“In spite of the great difficulties * * * measures must be taken to distribute 
these costs over the productive life cycle of the individual. It seems inevitable 
that industry will be called on to increase greatly its share of this financial 
burden facing the individual. Most likely the increased contribution will take 
the forms of both expansion of company health plans and extension to retirees, 
and of increased payroll taxes to provide for health benefits under social 
security.” 

Little more than a year ago, the provisions of the bill introduced in the House 
by Rhode Island’s Democratic Congressman, Representative Aime Forand, 
were known only to those who had a technical interest in the field of social 
security and medical care. The prospects for its passage were poor. Today, 
it is no exaggeration to say that the Forand bill has become a byword for social 
and economic equity for our older citizens. 

Hearings held last year before the House Ways and Means Committee brought 
home to many Americans the realization that the aged do not have to bear, 
unprotected, the crushing costs of health care by themselves, nor need they 
permit such costs to overburden their families. The Forand bill provides a 
practical and workable measure to bring needed protection. 

I believe that your subcommittee under the able chairmanship of Senator 
McNamara of Michigan has earned the gratitude of all Americans for the work 
it has done in focusing national attention on many problems of older people, 
most especially the need for prompt action on health care. Your long and care- 
ful study involving consultation with hundreds of individuals, agencies and or- 
ganizations, personal visits to nursing homes, hospitals and other centers for 
older people and extensive hearings in Washington, Boston, Pittsburgh, San 
Francisco, Charleston, Grand Rapids, Miami, and Detroit, certainly provides a 
sound foundation on which to make recommendations. Your first reeommenda- 
tion calling for legislation to expand the system of old age, survivors’ and disa- 
bility insurance to include health service benefits for persons eligible for OASDI 
calls for top priority being given to this item for legislative consideration in 
1960. 

A growing tide of public support is isolating and identifying the opposition. 
Aside from some groups that traditionally oppose practically all social progress, 
the opposition to the Forand and similar bills is now spearheaded by two primary 
groups; the insurance industry and spokesmen of organized medicine. The 
naked self-interest and the irrational opposition by these two groups has unfor- 
tunately received powerful support from the U.S. Chamber of Commerce, the 
National Association of Manufacturers, and the prsent administration. 

From the beginning, the Republican administration has revealed its basic oppo- 
sition toward effective action in this field. There is ample evidence in the record 
of hearings on the bill to establish the White House Conference on Aging spon- 
sored by Representative Fogarty and Senator McNamara that the administration 
opposed even this simple and sincere attempt to focus national attention and 
concern on this problem. And it was only after this bill was passed over the 
concerted opposition of the administration, that steps were taken to inject some 
substance of life and vitality into that expiring body known as the Federal 
Council on Aging by a Presidential order requiring the appropriate Cabinet 
officials and agency heads to attend the meetings. The administration’s activ- 
ities in connection with the White House Conference have certainly been less 
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than inspiring, with the result that it has been difficult to secure and sustain 
a competent staff and to produce the necessary working papers and guidelines to 
insure a thorough and democratic airing of the issues involved in the challenge 
of this new and growing social problem. 

In April of 1959, Secretary Flemming presented to the Ways and Means 
Committee a report of the Department of Health, Education, and Welfare on 
the problems involved in providing hospital insurance for OASDI beneficiaries. 
The report stated that “There is general agreement that a problem does exist.” 
It went on to say— 

“The rising cost of medical care, and particularly hospital care, over the past 
decade has been felt by persons of all ages. Older persons have larger than 
average medical care needs. As a group they use about two and half times as 
much general hospital care as the average for persons under age 65, and they 
have special need for long-term institutional care. Their incomes are generally 
considerably lower than those of the rest of the population, and in many cases 
are either fixed or declining in amount. They have less opportunity than 
employed persons to spread the cost burden through health insurance. A larger 
proportion of the aged than of other persons must turn to public assistance for 
payment of their medical bills or rely on ‘free’ care from hospitals and physi- 
cians. Because both the number and proportion of older persons in the popula- 
tion are increasing, a satisfactory solution to the problem of paying for adequate 
medical care for the aged will become more rather than less important.” 

In July of last year the Secretary appeared before the Ways and Means Com- 
mittee, stated again that there was a problem, opposed the Forand bill, and asked 
for further time to explore other possible solutions. His staff, we know, worked 
diligently and long to find such solutions. By November, the Wall Street Journal 
reported that that search was beginning to look unproductive. “Unless welfare 
officials are able to come up with a substitute,” the Journal wrote on November 
16, “the administration might have to revise its position on the ‘principles’ of 
the Forand bill, Mr. Flemming said.” 

At his February 1 press conference the President indicated that a social secu- 
rity tax hike was being considered to “make greater provision for the care of 
the aged.” Since that date, the GOP’s presidential aspirant and Secretary 
Flemming have been indulging in some fancy footwork designed to cover a retreat 
from this Presidential promise with some show of forward movement. 

With mounting mass pressure for some responsible action, Mr. Flemming was 
reported as favoring a “positive program” to meet the health problems of the 
aging. His later proposals, however, provide reason to question whether the 
administration is interested in health insurance as a means to help older people 
or as a crutch to the insurance companies. Robert S. Allen’s March 29 Free 
Press column reports Representative Forand’s caustic reaction to a possible 
administration plan to help commercial insurers carry health coverage for the 
aging thus: 

“What you actually propose to do,” contended Forand, “is to subsidize the 
insurance companies. As far as social security beneficiaries are concerned, you 
would really do nothing directly for them at all.” 

“It could be stated that way,” said Flemming. “But I would regard it asa 
subsidy for both the aged and insurance companies, I would rather put it that 
way.” 

Mr. Flemming has indicated on a number of occasions, that his Department 
has been continuing to explore ways to meet the undeniable need of older people 
for help with their medical and hospital bills. In the last few weeks, the press 
has been full of accounts of struggle inside the Republican administration about 
what action shall be taken on this politically explosive subject. But, as in so 
many other questions where Government spending is being balanced off against 
human welfare, the people have apparently lost again. The New York Times of 
Thursday, March 24, reported Mr. Flemming’s comment: “All the administration 
has endorsed is exploration.” 

Older people face a great many major health problems. Although I have 
stressed financing of personal health care, that is by no means the only one. 
There is the question of whether medical care is organized well enough to pro- 
vide the health services which our older citizens require. There are basic 
defects in today’s organization of medical practice and medical institutions. In 
my testimony before the Ways and Means Committee last year, I detailed some 
of the serious deficiencies in nursing home care for older persons. Most States 
lack adequate standards and consultant services for the development of programs 
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for health care for older people. Private and public agencies at National, State, 
and local levels must be encouraged to develop better facilities, to train per- 
sonnel and to provide consulting services. The Surgeon General in a report to 
the Nation documented the growing shortages of physicians and other health 
personnel. Progress must be made on all these fronts and additional Federal 
matching funds for selected State and local programs must be provided. 

These are all critical and important problem areas, and I have no doubt that 
your subcommittee will be exploring them more fully. There are even some who 
say that action to extend social security financing to health care should be 
postponed until we have dealt with the availability and organization of facilities, 
personnel, and services. While I believe these are important questions and 
deserve attention, their solution need not delay action on the basic problem of 
financing health care for older individuals. 

For fuller statement of the case I would like to refer you to my testimony 
last July before the House Ways and Means Committee. We have had reprinted 
excerpts from my testimony which I would like to make available to your sub- 
committee. The title from the 71st psalm expresses the deep feelings of the 
millions of aged persons, “Cast me not off in the time of old age; forsake me not 
when my strength faileth.” 

The Forand bill (H.R. 4700) and other similar proposals provide a sensible 
and workable approach to meeting one of the basic human problems in our free 
society, that of how best to meet the hospital, medical, and health needs of our 
aging population. Many millions of Americans now share my convictions that 
this measure ought to be one of the top priority items on the list of American 
democracy’s unfinished business. We have made great medical progress in 
America. I personally have tremendous respect for the competence of the medi- 
eal profession, but it makes me sad to realize that with our great resources, with 
our tremendous know-how, we are failing to meet the needs of older people. 

In my earlier testimony I went into great detail to show how the promise of 
a long and healthy life which has been held out to the aged as a result of our 
medical progress is defeated by financial barriers to receiving adequate care. 
I cited official sources to show the sharply reduced income of America’s aged 
people, in a period of life in which people face a tremendous increase in their 
need for health care. 

In spite of our capacity for the highest standards of health, we Americans 
are not the healthiest people in the world. The life expectancy of older citizens 
in our country is less than in a great many countries, including Canada, Cyprus, 
Denmark, West Germany, Iceland, Israel, Japan, the Netherlands, Norway, and 
Sweden. 

I presented documented evidence that at all ages a great many people are 
living with serious symptoms because they cannot afford to have medical treat- 
ment. 

I presented evidence that among older Americans, those with a lower income 
had fewer teeth, suffered most from vitamin deficiencies, and because of the 
extremely high cost of hospital care had the greatest difficulty getting promptly 
admitted and treated in hospitals. 

I presented evidence that only the most callous could possibly ignore the grim 
picture of aged Americans in nursing homes that repeatedly have been reported 
as firetraps, where decent care is not being provided, where men and women 
are exposed to indignities and mismanagement. Because it would provide more 
adequate financing to elevate the standards of nursing home care alone, the 
Forand bill is one of tne most important measures for advancing the welfare of 
America’s aged to come before the Congress in many years. 

In brief, aging is a time of increased health needs and reduced ability to 
finance needed care. A great many of the solutions advanced for dealing with 
these problems would only sweep the needs under the rug and ignore them or 
would make the aged accept limited or no protection, or would provide for the 
aged only what they themselves could afford, make them beg for public or private 
charity, or strain the resources of their relatives. No solution will be acceptable 
which would force older people to accept charity, to sell their homes, or seriously 
threaten the economic welfare of their children. We must look for a solution 
that the aged can accept with dignity, without undue sacrifice, and without 
financial ruin. 

The Forand bill does not attempt to meet all the health needs of the social 
security beneficiaries it proposes to cover. A strong case could be made that the 
bill should go much further, but in spite of these limitations I wholeheartedly 
































































































































































































































ea Se le 


HEALTH NEEDS OF THE AGED AND AGING 7 


endorse it and the bills that have been introduced by Senators Kennedy, Hum- 
phrey, and others to use the social security mechanism for insuring its bene- 
ficiaries against the cost of basic health services. The social security system 
is the primary source of retirement income for America’s aged. It is the basic 
instrument of economic protection and it is an appropriate instrument for insur- 
ing older and disabled people against the cost of hospital and medical care. It 
enables the people to pay for these costs over their lifetime. It is a means by 
which action can be taken now. 

It is clear that voluntary schemes will not be able to meet this problem for 
the present generation of older people. Insurance companies display an en- 
tirely unfounded optimism regarding their ability to catch up with this problem. 
I am not impressed by the all too recent recommendations that they discontinue 
such practices as cancellations and failures to renew insurance for older people. 
Such shabby practices should have been illegal years ago. There is no reason 
for assuming that quickly contrived, highly publicized new offerings of indi- 
vidual health insurance, which place the entire burden of very limited benefits 
upon the aged, will do the job. Those voluntary health insurance plans that 
have attempted to keep older people under group coverage have done so at times 
at the peril of their own solvency in face of merciless competition from com- 
mercial insurers who do not share their sense of social responsibility. 

Voluntary health insurance plans, commercial insurance companies, and med- 
ical societies up to very recently have shown scant sympathy for the aged and 
have blocked every effort to cover them through voluntary insurance. It is 
naive or cynical to assert that these are the only ones who should be entrusted 
with the responsibility of insuring them now. 

While the Forand and similar bills would not solve all problems, no initial 
piece of legislation of this type was ever perfect. The Forand bill is a well- 
considered, carefully thought out, practical proposal. It is essentially sound. 


The time is now long past when there was any real doubt as to what has to be 
done. We have to act now. 

I can conceive, in a democracy, that there will be honest and sincere differ- 
ences of opinion. But this is very different from cold, deliberate and organized 
obstruction. I say to you, as I said to the House Ways and Means Committee, 


that it is high time that the organized medical profession, the insurance com- 
panies and a few of the businessman’s organizations of this country stop 
ganging up on the country’s vulnerable older citizens. 

Time and time again the AMA has asserted: “Anyone who needs medical 
eare can get it, regardless of ability to pay.” The AMA ought to know better. 
People accustomed to a lifetime of self-support neglect their health rather than 
ask for public charity, go to a free clinic, subject themselves to the indignities 
of the means test, or throw themselves on the bounty of a private physician. 

It may be that in situations of dire medical emergency, after due deliberation 
and probably after several referrals, anyone in America can get needed medical 
care. It may be that few die entirely unattended. But to assume that the 
older person on limited income can have his health needs adequately met, with 
a reasonable opportunity to maintain his dignity, is something else again. 

In Detroit, the UAW cooperates in the operation of a number of centers 
where retired people from all walks of life meet daily. Over the past few 
months we have been conducting a survey in an informal way, to try to deter- 
mine whether there are unmet medical needs. Virtually each one of these re- 
tired workers would tell you, if they could be here before you today, that the 
cost of medical care kept them from seeking medical help when they needed it. 
Let me read to you from a few of their statements: 

“T feel I can’t afford to go to the doctor because of the great expense for my 
wife.” (This retired worker had spent over $2,000 in the 3 years since his 
retirement on his wife’s illness. ) 


“Need to go to doctor more, but because of income which is only social se- 
curity, cannot afford it.” 

“I feel that my wife should go to the doctor, but because of the expense of 
her medicine and doctor bill, she hasn’t gone. I’ve stopped using insulin be- 
cause of the expense and am trying to control my condition (diabetes) by diet.” 

“There should be an oxygen tent in the home, but because of expense we feel 
we cannot afford it.” 

“T need medical care, but since my husband’s death I cannot afford it. In 


fact, I can’t even afford to pay the medical bills left over after his death.” 
“We need to go, but we cannot afford it.” 


























HEALTH NEEDS OF THE AGED AND 





AGING 


“T feel I cannot go to the doctor because my wife has to have treatment 
after nervous breakdown. I am not well, but cannot afford to go to doctor.” 

“My wife and I don’t go to the doctor unless we absolutely have to because we 
can’t afford to on my limited income.” 

“We both had operations 2 years ago and are supposed to be checked by our 
doctor monthly. Each office call costs my wife $5 and my checkup costs $25, 
We cannot afford this cost, and, as a result, cannot go as often as we should.” 

“My bank account is almost depleted. Then what? I don’t want charity.” 

This is happening to older people all over the country. These interviews can 
be duplicated anywhere. In cold reality, these words of American citizens refute 
the brazen assertion that anyone who needs medical care can get it. 

The Detroit News is not noted for its agreement with me on matters of national 
policy. Yet, it has several times warned editorially against the bankrupt policy 
of opposition followed by the American Medical Association and readily adopted 
by those opposed te progress. On March 22, the Detroit News in obvious ex- 
asperation complained editorially : 

“* * * as every faithful follower of the AMA line knows, any governmental 
move to aid the plight of the aged ill is ‘socialism,’ and anybody who advocates 
it is an enemy of the Republic. Nor does the AMA come forward with any posi- 
tive program of its own. It is content to stick to its sterile line of being anti- 
everything, including the proposals of doctors who have defied their own union 
to suggest partial Government subsidization of retirees’ medical care through 
voluntary plans such as Blue Cross. 

“The problem of health care for the aged must be resolved, or at least relieved.” 

Again, in another editorial, the Detroit News warns: 

“* * * if the more conservative Republicans, or the AMA members who blindly 
resist change, needed evidence of how remote they are from the temper of the 
times, the News poll furnished it. What course they now pursue is up to them.” 

I do not think that the course will be left up to them. The problem for 
America’s aged is a real one, and the American people are demanding action. 

In another editorial, the Detroit News says that it will “continue to wonder 
why doctors—so very intelligent individually—sound so inept when they speak 
with a collective voice.” 

I'm afraid the AMA is more than inept; it is irresponsible. It has argued that 
action on this issue would debase care, that it would lead to assembly line medi- 
cine, that it would be the beginning of political medicine in the United States. 

I would like to cite the text of an interview with President Orr of the Ameri- 
can Medical Association, published as an advertisement by the AMA in Editor 
and Publisher on February 27 of this year. 

Dr. Orr was asked : “Why would the Forand bill be bad for the Nation?” 

He replied: “The American Medical Association thinks any such legislation 
would be bad because it would mean poorer, not better health care for people.” 

Question. “* * * IT don’t see how a bill to give social security recipients 
recipients hospital, nursing home, and surgical care could result in poor health.” 

Answer.‘Health care can’t be put on an assembly-line basis. The medical 
needs of the aged differ widely from one person to the other. Treatment varies 
with each case. No blueprint for mass treatment drawn up in Washington, D.C., 
ean take the place of on-the-spot, doctor-to-patient attention.” 

To set the record straight, these arguments by Dr. Orr are wrong in every 
single respect. No one has proposed in the Forand or any of the related bills 
to put health care on an assembly-line basis. No one has denied that the medical 
needs 6f the aged differ widely from person to person, and no one has proposed 
minimizing these differences. No one has denied that the treatment varies with 
each case. No one has offered to establish a blueprint for mass treatment to be 
drawn up in Washington which would take the place of on-the-spot, doctor-to- 
patient attention. 

These hysterical assertains are completely without foundation. 

Again, Dr. Orr was asked: “The term ‘political medicine’ has been used in 
connection with the Forand bill. Any comment?” 

Answer. “We feel that any sort of legislation under which medicine would be 
controlled and administered by the Federal Government is political medicine 
and would mean redtape, bureaucratic control, higher costs, and inferior medical 
care.” 

There is no valid basis for arguing that the Forand bill would provide for 
assembly-line medicine. Here we have a proposal that would permit and 
encourage older people to retain their relationship with private physicians whom 
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they’ve been going to for years. It would allow them to be admitted to voluntary 
community hospitals. This is the alternative that the Forand bill provides to 
our aged citizens—an alternative to going to the county institutions and being 
assigned arbitrarily to a physician they never saw before. 

There is the further implication in the AMA’s pronouncement that the sup- 
porters of Federal legislation are looking for cut-rate medicine. Nothing 
could be further from the truth. Labor and the other advocates want no part 
of bargain-basement medical care. We want the best. The only proposals to 
cut fees have come from AMA and the doctors. 

The political doctors offer another criticism of the Forand proposal which 
seems peculiarly out of line with their other contentions. It is that the Forand 
bill does not cover those people who are in greatest need, those who are on public 
assistance or dependent on programs for the medically indigent for their health 
services. This is not valid argument against action now. Rather I think it calls 
for some serious consideration about how to extend the application of these 
principles to all the aged. If this can be done without jeopardizing the integrity 
of the social security system, I would be glad to join with the AMA in urging 
exploration of the means by which those aged persons not now covered could be 
brought into the system and get their health services through the same mecha- 
nism. If the medical politicians are serious about such a drawback in presently 
proposed legislation, let us get together and try to solve this aspect of the problem. 

The U.S. Congress and the American people are going to have to decide 
which is the greater evil, to have the U.S. Government step in where private 
enterprise has neither the capacity nor a strong desire to do the job: or to 
suffer the far more serious consequences of neglect. Under the Forand bill, 
the Federal Government's role would be one of insurance. The bill specifically 
provides for free choice of physician and hospital and prohibits any intereference 
with the practice of medicine. 

It may have become necessary to remind some of these critics that we are 
dealing with the U.S. Government not an unfriendly foreign power. Is the 
AMA charging that the American Government is not to be trusted? Is the AMA 
attempting to decertify the Representatives and Senators elected to Congress 
by the American people to represent them in these vital matters, including the 
public welfare? Is the AMA charging the U.S. Congress with being dedicated 
to promoting a foreign ideology? And if the Congress passes such a law, as I 
am sure it will, does this mean that the Congress will be engaged in a subversive 
or seditious program designed to undermine health care? This is absurd on 
the face of it. 

It is an old, well-worn tactic to oppose new forms of legislation by exagger- 
ating their cost and the burden they will impose on the people. The Forand 
bill is being attacked in this manner. The use of exaggerated cost estimates was 
also employed in an attack against disability pensions under the Social Security 
Act. No matter how many times the cost exaggeration is refuted it is raised 
anew. 

The estimates of costs under the Forand bill have been carefully made by the 
U.S. Department of Health, Education, and Welfare on the basis of all of the 
available information. I think that the official Government agency is more 
to be trusted in these matters than insurance companies who are strongly com- 
mitted in their opposition to the legislation. It is the insurance industry's cost 
estimates that are suspect. 

Again, the political estimates made by the health insurance industry are an 
attempt to intimidate people. These “doctored” cost estimates assume delib- 
erately a tremendous multiplication of costs and were developed by insurance 
company actuaries whose past unwillingness to experiment with and cover the 
aged has helped bring us to the present deplorable condition where so few are 
insured for so little at such high cost. 

If there is any remaining uncertainty as to costs, this is another reason why 
Government is needed to act in the public interest and to overcome the actuarial 
barriers to this needed program. 

Both organized medicine and the insurance industry also plead that voluntary 
insurance will take care of the problem in due time. One current estimate from 
these sources says that by 1970, 90 percent of those over 65 who need and want 
medical insurance will have it. 

Actually, the basic economics of prepayment mitigate against the realization 
of this hope. It should be remembered that only a few years ago, both organized 
medicine and the insurance companies were arguing that there was no reasonable 
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or practical way to cover older people. The risk was too great. The cost of 
adequate benefits was too high. Their income was too low. All of these points 
are adequately demonstrated by the reports of the Secretary of Health, Educa- 
tion, and Welfare to the Ways and Means Committee last year. And certainly 
the material gathered by this subcommittee indicates that private insurance 
will not be able to cope with the problem. Actually, to transfer the financing of 
this high-risk group to social security will strengthen voluntary health insurance, 

While there will be some improvement in the general income level of older 
people, the increase in the cost of their health care is likely to go up even 
faster. For the bulk of OASDI recipients, there is no prospect during the re- 
mainder of their life of increasing income, except as OASDI benefits are im- 
proved. Certainly there is no chance that financing of health insurance from 
the income of the aged themselves will provide the answer to this problem. It 
would, of course, have been possible if we had started 20 or 30 years ago to 
spread the cost of health insurance in old age across the working lifetime. But 
we cannot wait another 20 years to do so. 

We need action now and not programs that abandon the present generation 
of older people. Wait-and-see proposals are really efforts to evade action. They 
hold forth only the prospect of inching forward and are callous in their dis- 
regard for the immediate needs of older people. In virtually all the pension 
plans of American mass production industries, and in the social security system, 
we have covered people who are already old, enabling them to draw immediately 
the benefits of a mature program. In our negotiated pension plans, we give older 
people credit for their past service. In the social security system, eligibility was 
immediately extended to the older people. Yet, the opponents of the Forand 
bill would go backward and urge that we ignore these massive precedents and, 
instead, make the older people sweat it out for another generation before they 
begin to get a minimum standard of health protection. This is the essence of 
the proposal that we wait another 10 or 20 years and leave the solution of the 
problem to the tender mercies of private insurance and organized medicine. 

Perhaps the best evidence as to why the voluntary health insurance move- 
ment will never be able to solve the problem of health care for the aged is con- 
tained in a few statements from some of our retired workers describing their 
actual experience. One retired worker lists a number of hospitalizations for his 
wife and remarks: 

“Our hospitalization paid only $10 a day and no doctor bill other than for 
the operation. The insurance company canceled my policy after the second 
hospital bill. I had to sell my house to pay the bills of over $3,000. My wife 
died since.” 

Another retired worker commented : 

“I had to drop the Blue Cross this year because I couldn't afford to continue 
because my wife’s illness is not covered by Blue Cross.” 

Another retired worker indicated : 

“I dropped Blue Cross coverage when the rate was raised in 1958. I was 
barely getting by when the monthly rate was $11.31. The additional cost up to 
$15.63 left us short. We couldn't drop paying the rent or utilities and my wife 
said she wasn’t going to go short on food to buy hospital insurance when our 
food budget was as low as she could get it already.” 

I think these three statements demonstrate simply: (1) that retired people on 
reduced income cannot afford the premiums for adequate insurance coverage ; 
(2) that the insurance coverage that is now being offered to them as a solution 
to their health problems gives them only nominal protection. 

There has been much pious pronouncement in recent years regarding the self- 
evident virtues of freedom. Yet, these pronouncements have been vitiated by 
a negative conception of Government resources and public responsibilities, which 
in the end has impoverished freedom by robbing it of tangible accomplishments 
in vital areas. 

Young people without schools and teachers and textbooks, old people without 
medical and hospital care, pockets of chronic unemployment where families dis- 
integrate and skilled men lose a prideful sense of participation in the life of the 
community; can any degree of statistically generalized prosperity compensate 
for this wastage of our human substance? Can official hymns to freedom bind 
Americans to the actual threat to freedom implicit in this colossal neglect, this 
cold indifference to human needs and aspirations? 

We are crippled by a disease that no doctor can cure; outmoded and dis- 
credited thinking on the fundamentals of democratic performance. We let our- 
selves be told that it is good for corporations to plan for sales and profits but 
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evil for Government to plan for schools and hospitals and nursing homes. We 
are told that individuals must show initiative if they happen to be working for 
their own advancement; but we are presented with the tragic spectacle of in- 
dividuals in positions of public trust who are without initiative, without plans, 
without will when they could, through initiative, plans, and will, advance the 
welfare of millions of their fellow citizens. 

We see no threat to private initiative in Government subsidy of airlines or 
maritime commerce, we are not dismayed by Government purchase of almost 
100 percent of the total product of the airplane and missile industries. Yet, we 
are hypnotized into nightmares of regimentation because it is proposed that 
this Government of the people, by the people, and for the people do something for 
over 13 million of the people by sponsoring an insurance mechanism to minister 
to the health needs of the elderly. 

This is not really any longer a matter for congressional inquiry, but for a 
national day of shame. The political doctors and medicine men of this land 
should write mea culpa on all their prescriptions between now and the day that 
the Forand bill is written into law. 

How can we subscribe with a straight face and ordered conscience to uni- 
versal declarations of human rights when we callously dismiss from official con- 
cern the plight of millions of men and women within our own borders who can- 
not afford to be sick? 

I think we must say that the organized medical profession is sick, that private 
insurance companies are sick, that our current Federal administration suffers 
from an inordinate desire to save the dignity of man in far places while insult- 
ing it at home. 

We take forthright positions on free elections in Korea but not in Mississippi. 
We deplore what happens in South Africa, as well we might, we spend billions 
annually to defend the free way of life against its enemies in every hemisphere 
and continent, yet we stand paralyzed here at home at the prospect of using 
public initiative to bolster the freedom and dignity of our aging population. 

We see the mote in everybody else’s eye, but not the beam in our own. This 
contradiction is too gross to continue for long. The American people in their 
vast majority are aware of it, more so each day. They are increasingly demand- 


ing action. I am confident that this Congress will grasp the wisdom of satisfy- 
ing that demand. 


Mr. Lesser. I would like to highlight for a few minutes certain of 
the points made in Mr. Reuther’s statement. It is pointed out, and 
I think it is important to recognize, that it was just 25 years ago this 
week, on April 6, 1935, when the House Ways and Means Committee 
reported out the bill which became our Nation’s Social Security Act. 

We find it hard to believe that despite the tentative votes taken be- 
fore the committee last week, that the Ways and Means Committee of 


this 86th Congress will not find, 25 years later, a way to do an equally 
good thing for America by reporting out a bill which will use the 
social insurance mechanism to help finance the health care of the 
aged. 

Mr. Reuther points out that even if the Ways and Means Commit- 
tee should fail to report out such a bill, we are confident that the 
growing demand for this type of legislation, a demand which was 
emphasized and brought out by the hearings which this subcommittee 
has held throughout the country, will prevail and that this Congress 
will ultimately, this session, pass legislation which will use the social 
security mechanism to help finance the health care of the aged. 

The hearings which this subcommittee held, and the prior hearings 
of last summer before the House Ways and Means Committee, br ought 
home the need for this type of legislation. It brought home the fact 
that the income of the aged is too small, their health needs are great, 
and that they are unable, with their limited income, to finance their 
own health needs. 

It is interesting to note, as pointed out on page 5 of the prepared 
statement, that this growing tide of public support has isolated the 

54566—60——-2 





12 HEALTH NEEDS OF THE AGED AND AGING 


groups which are in opposition to legislation of the type of the Forand 
bill and similar bills now before both Houses of the Congress. 

The opposition is spearheaded primarily by the insurance industry 
and the spokesmen of organized medicine. These groups have un- 
fortunately received the support of representatives of business 
through their national organizations, and unfortunately they are also 
supported by the present administration. 

On pages 5 through 7, Mr. Reuther points out the record of the 
present administration in failing to deal constructively with the prob- 
lem. Despite statements which have ap peared in the various news- 
papers as to proposals which the administration is considering, on 
March 24 Secretary Flemming, in appearing before the Hlouse Ways 
and Means Committee, was able to state, and I quote, “that all the 
administration has endorsed is exploration.” 


TOP PRIORITY FOR HEALTH INSURANCE LEGISLATION 


We do not believe that we need any more exploration as to whether 
there is a problem. We do believe that there are before the Congress 
legislative proposals which point the way toward a sensible and work- 
able approach to meeting one of the basic human problems in our 
free society. We believe that this legislation should be one of the 
top priority items on the list of American democracy’s “unfinished 
business.’ 

We recognize that the Forand bill does not attempt to meet all of 
the health needs of the aged, or even of the social security beneficiaries 
it proposes to cover. We believe that a strong case could be made 
that the bill should go much further. 

I believe the report of this subcommittee points out that the Forand 
bill does not cover all of the health needs of the Nation. We do 
believe, however, that it offers the opportunity for this Congress to 
begin the job, and what is more, gives to the private insurance com- 
panies and the other private groups that claim that they are able to 
do all or part of the job the opportunity to through private effort 
meet the other unmet aaa not. covered by this legislation. 

do not think that the Forand bill, or legislation of that type, 
would destroy the initiative for private insurance companies to at- 
tempt to meet the problem through voluntary insurance programs. 
It leaves to them a big area. It takes out the most costly, the most 
difficult area. 

If the insurance companies can | do the job, they will be able to 
demonstrate it in these other areas. The tragedy of the situation is 
that until a few years ago, insurance soenaienman were saying that it is 
impossible to do the job and they showed very little sympathy for 
the problem of the aged. They have not done the job. We do not 
believe that they will be able to do the job of dealing with aged people 
with limited incomes. 

We present statements in the testimony of many retired workers, 
on the basis of surveys that have been made, as to the tragic problems 
which they face and their inability to secure relief under present 
systems. 

In summary, we believe that the job is an important one. It is a 
job which must be faced by this Congress, and it is a job to which 
top priority must be given. 
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Senator McNamara. Thank you, Mr. Lesser, for your testimony 
and your summary of the Reuther testimony. We are sorry that he 
is not here, too. 

Are there any questions? Senator Randolph, do you have any 
questions? 


COROLLARY WITH RURAL ELECTRIFICATION LEGISLATION 


Senator Ranpoteu. Mr. Lesser, I take this opportunity to refer, 
simply for the record, to the passage in the 1930's of the rural electrifi- 
cation program in the United States. I recall very well that there 
was concerted action by most of the electric power companies to 
oppose such a law. I remember also that the lines of the rural elec- 
trification pattern were to be brought into the rural areas of the 
country. 

The private power companies naturally had served the more metro- 
politan areas, believing that the return upon the dollar investment 
would be less in the rural sections than in the metropolitan or city 
areas, which was true. 

There was a feeling among at least some of the leaders of the electric 
power companies that if rural electrification came into being as a 
Federal program—as a support program—the power companies, the 
electric producing units of the nation, would suffer. 

It isa fact, however, that the rural electrification activity stimulated 
the power companies. So rather than lose, they gained by the pro- 
eram. Very frankly, many of the individuals who opposed the rural 
electrification progam within the structure of the power companies 
have since said that this effort, rather than being harmful, was helpful, 
and that moving the lines into the rural sections where the private 
power companies had not moved them was a challenge and later they 
came in and embraced the opportunity which had been given through 
Rural Electrification Administration. 

Perhaps there is a corollary here. I am not sure. Do you feel, 
perhaps that those who today oppose a reasonable and sensible ex- 
tension of medical care to the aged of our country, if such a program 
is placed into operation, may, a little later remove at least a partial 
opposition which they now vigorously express ? 

Mr. Lesser. I think there is a corollary and I think that the ex- 
perience in the social security field itself, Senator Randolph, bears 
this out. In 1935, when the original Social Security Act was pro- 
posed, a good part of the opposition was based on the ground that 
this will destroy the insurance companies—the private insurance com- 
panies. The argument was made that there will be no need for pri- 
vate life insurance, no need for private annuities if the Social Security 
Act is passed and approved by the President. 

The experience has demonstrated that since the enactment of the 
Social Security Act the amount of private insurance in force has in- 
creased manyfold. The enactment of the Social Security Act was 
an incentive towards the purchase of private insurance to supplement 
the basic protection afforded by the act itself. 

So I do think that in so many of these fields, Government action 
does not destroy private industry. It stimulates people toward using 
the private mechanism to a greater extent. 
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Senator Ranpoteu. Mr. Chairman, may I ask the witness another 
question ¢ 

Senator McNamara. Goright ahead, Senator. 

Senator Ranvourn. It has been s said that voluntary health insurance 
for the aged has risen substantially in the past 7 years and particularly 
in that bracket of years. It is further stated that this trend will con- 
tinue to 1965 and 1970 for all the aged who are actually in need, or in 
want of such a provision in the law. 

What is your appraisal of the statement or the idea that I have 
expressed, which is being given rather widespread notice? 





SHORTCOMINGS OF 





PRIVATE INSURANCE PLANS 
Mr. Lesser. First, Senator Randolph, Secretary Flemming, in tes- 
tifying, pointed out that about 40 percent of the aged above the age of 
65 now have some form of private health insurance. I believe in the 
past 7 years the increase has been about 2 percent a year, according to 
his testimony and the report of his Department. 

Even assuming that trend were to continue, even assuming that the 
private insurance policies which they had were adequate, that would 
mean that by 1965 we would cover another 10 percent, or that about 50 
percent of the persons over age 65 would have coverage by 1965. 

Even assuming all of those things, I do not think that coverage of 
50 percent of the aged population over the age of 65 is the answer to 
the problem. But going a little more deeply into that statement, it 
does not take account of the fact that many of the aged who now have 
protection—that is, persons over 65—are now working, and are covered 
under group plans. When they retire they will no longer be able to 
afford the premiums required to maintain these group polici les 

Secondly, it does not go into what benefits are provided by these 
policies. Inthe st atement of Mr. Reuther, on the basis of actual stories 
of retired workers who are carrying some of these policies, it is pointed 
out that most of them do not find that these policies give sufficient pro- 
tection in periods of illness, and particularly in periods of hospitaliza- 
tion. 

Finally, I might point out that the experience has been that many 
of these policies contain cancelable clauses. In other words, when a 
worker gets sick the insurance company is perfectly free to cancel these 
policies. 

So in summary, I would say that private insurance companies have 
not done the job. The statement to which you referred that they 
will do the job if the trend continues, that is, the trend of the past 7 
years, isnot true. Even for the 50 percent who will receive protection, 
assuming that that trend does continue, and assuming the validity of 
the 40 percent figure that is first used, the policies under which they 
will be covered will not be : adequate for the ‘ob. 

Senator McNamara. Senator Dirksen, do you have any comments or 
questions at this point? We are certainly glad to have you here this 
morning. 

Senator Dirksen. Have you finished your statement ? 

Mr. Lesser. Yes. I submitted Mr. Reuther’s statement for the ree- 
ord and just summarized it briefly. 

Senator Dirksen. You know, I am wondering why in these state- 
ments that appear oftentimes, and it comes particularly from your 
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group, you have to put in these gratuitous slurs. Do you think they 
do any good? 

For instance, in the press release dated April 4 which accompanied 
the statement there is this statement : 


Mr. Reuther said action on the Forand bill has been blocked today by a com- 
bination of powerful and politically influential groups, but these groups cannot 
prevail with any sense of responsibility and fairplay. 

There is something insidious about that. Frankly, I am against 
the Forand bill, but I certainly am interested in the health of our 
senior citizens. I regard a statement like that as something of a 
reflection. Iam curious as to why you do it. 

I have heard Mr. Reuther before the Judiciary Committee many 
times, and he always takes the same line. I think it is an absolute 
disservice to the country. I am not going to let those statements pass 
without speaking my piece. Now I see another statement. 

Mr. Lesser. I might say, and Mr. Reuther might give a more ade- 
quate reply, that we base the statement, Senator, on the evidence 
which we accumulate in the discussions which we have had with re- 
tired workers, in the surveys which we have made, as well as the 
reports issued by the Government agencies as well as this subcom- 
mittee, as to the growing need, the growing desire of people for 
legislation of this type, and the ‘unwillingness of the administration 
to take action now. After all, this problem has been studied for 
many years. 

Senator Dirksen. There, my friend, you are absolutely wrong. 
The administration is not opposed to action. I can speak with some 
degree of authority on that point because I discussed it with the 
President no later than 2 weeks ago at the regular leadership 
conference. 

The difference of opinion here is a difference in approach, not in 
the objective to be gained, and that is, to do something for the health 
of the aged. But nobody can read this kind of a statement standing 
by itself without letting it appear and conveying the conclusion that 
they are just opposed to aiding the aged and doing something in the 
health field. 

That is the thing I object to. I will read you one more from Mr. 
Reuther’s statement on page 6. 

Mr. Lesser. If I might, all I would like to do is point out that in 
terms of the study of this problem and the reason why we think action 
is called for now and that further study is not needed, it was in April 
1959 when Secretary Flemming submitted a report to the Ways and 
Means Committee at the request of the committee. It is entitled 
“Hospitalization Insurance for OASDI Beneficiaries.” 

That report was submitted in April 1959 after a couple of years of 
study. Another year has passed since then and the testimony of the 
Secretary of Health, Education, and Welfare was that we should have 
further exploration. 

On the inferences and the language and what may be drawn from 
the statement, I guess these things go both ways. I think the state- 
ment, you referred to is mild compared to some of the statements that 
have been made by the AMA and others, and by members of your own 
party with respect to Mr. Reuther. But we base our statements on 
the facts as we see them and as to the need for immediate action with 
sufficient study having been made. 
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GROUPS NOT COVERED BY FORAND BILL 


Senator Dirksen. Let me remind you that the Forand bill would 
not do a thing for over 2 million senior citizens who are receiving 
old-age assistance today, but who are not under the insurance pro- 

visions of social security. Do you agree or do you disagree ? 

Mr. Lesser. I agree that he Forand bill would only cover the 138 
million aged, I believe, that are covered under social security now, and 
as now drafted would not cover the 2 million people—I do not have 
the exact figure—but it is not all the people who are on public assist- 
ance, but people who are not receiving old-age, survivors, and disabil- 
ity insurance benefits. 

Senator Dirksen. They are not receiving it either. 

Mr. Lesser. Some people who are on public assistance are also re- 
ceiving social security benefits, but they are so inadequate they find it 
necessary to supplement those inadequate benefits by public assistance. 

But the point is—and we do point out in the statement—that we do 
think that this is one of the bill’s deficiencies. We do think that mecha- 
nisms might be devised to cover these people who are not covered by 
the Social Security Act, that schemes might be worked out and we 
would be all for those mechanisms if they do not jeopardize the present 
soundness of the social security system. 

I would say we are willing to work on that, but we do not think that 
we ought to hold up action on legislation that will benefit the great, 
great majority of people over age 65. We would like to work out with 
anybody a sound program to cover the other people, too. 

Senator Dirksen. In other words, you believe we ought to go ahead 
with this irrevocable venture without being sure of our ground at every 
step of the way, notwithstanding the fact that according to statistics 
out of HEW, there are over 2 million senior citizens who would not 
be affected by the Forand bill? Does it require exploration, or does 
it not? 

Mr. Lesser. It may require exploration as to how to bring those 
2 million people under the coverage of the program. We do not think 
it requires exploration as to how to cover the social sec urity bene- 
ficiaries. There are many methods. 

The administration, I know, has talked about general proposals to 
include the present aged who are not covered by social security under 
the system, by using the general funds of the Treasury to pay for their 
benefits, which would be. paid out of the social security fund. 

I wae that is the type of exploration that might well be carried 
on. I do not believe that the enactment of legis: ation which uses the 
social security mechanism would jeopardize the solution of that 
problem. 

Senator Dirksen. What about the teachers who have their own re- 
tirement system and who are not under OASI? Would they come 
under the provisions of the Forand bill or not ? 

Mr. Lesser. As it presently stands, they would not, except to the 
extent that through elections of the localities and governmental agen- 
cies for whom they work they have elected coverage under the Social 
Security Act. 

There are problems of coverage of some teachers, policemen, fire- 
men, and other governmental groups under the Social Security Act. 
Even for the present benefits, that is. We are working on that all the 
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time. But we do not say let us not have a Social Security Act until 
we can see how to cover everybody. 

I believe when the Social Security Act was first enacted—lI do not 
recall the exact figures—but there was a considerable percentage of 
persons who were not covered under the Social Security Act. I be- 
lieve it was some 30 million people. I believe that we have now re- 
duced that gap by extending the coverage of the Social Security Act 
to several million people. 

Senator Dirksen. Do you agree that the more than 2 million people 
who do not receive insurance benefits today under the social security 
system could generally be regarded as the most needy so far as health 
coverage or health benefits are concerned / 

Mr. Lesser. In terms of the most needy, I do not know whether 
their medical needs are any greater than the persons who are covered 
under the Social Security Act. 

Senator Dirksen. They have no insurance income. 

Mr. Lesser. They have no insurance, but actually, I believe it is 60 
percent of all the people over 65, whether they are covered by social 
security or not, who have incomes of less than $1,000 a year. So I 
think that any persons in that category, and I believe there is an- 
other 30 percent or so whose income is less than $2,000 a year, and I 
believe all persons in that category have income so insufficient that 
they need some mechanism for the provision of health insurance. 

Senator Dirksen. So we should leave those people at the post and 
take the rest of them and then continue the exploration ? 

Mr. Lesser. I did not say we should leave them at all. We have 
no objection to the exploration being made right now. We think if 
that issue were isolated and that the Secretary of Health, Education, 
and Welfare accepted the principle of using the social security mech- 
anism, and that the next week or two was spent on exploring that 
one problem of how to cover the people on assistance who are not 
covered by the Social Security Act, I think we could resolve that 
question and the final bill that would be passed would be able to cover 
them, as well as the social security beneficiaries. 

Senator Dirksen. Then we are agreed that you are in favor of a 
partial job instead of a total job in this field ? 

Mr. Lesser. I am in favor of a total job. I think if the opponents 
would concentrate on the problem of what you eall the uncovered 
group and sat down—we will be glad to sit down and we make this 
point in the statement—I think we ean all work out a mechanism to 
cover them, as well as the social security beneficiaries, and we will not 
have to leave anybody even in this first step. 

Senator Dirksen. Now let us cut out all the fancy English and get 
the record straight. I say you are in favor of a partial job and then 
we will explore the rest of it at our convenience. Is it right or wrong, 
without a lot of reasoning and a lot of fancy words to cover it up? 

You want us to go ahe ad and doa partial job and then we will take 
care of the rest of them later. 

Mr. Lesser. At the present. stage of the Congress, I believe that 
the Ways and Means Committee, if by the conclusion of their hear- 
ings they have not been able to devise a method of covering this other 
group, should report out legislation along the lines of the Forand bill, 
I would hope while that is being done, groups would get together and 
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try to work out a mechanism for covering the public assistance 
beneficiaries. 

I would not impede the orderly legislative progress of the legisla- 
tion along the lines of the Forand bill reported out by the Ways and 
Means Committee. At the same time, I would have this exploration. 
I would be hopeful that before the final passage of legislation by the 
Congress, we would have been able to devise a method to cover this 
other group. If by that time a method is not devised, I would then 
say that Congress should, nevertheless, pass the legislation which is 
now before it. 

Senator Dirksen. You fellows are the hardest guys to pin down 
that I know. We are going to get this record straight whether or no, 
If Walter Reuther were sitting ‘where you are sitting, we would either 
get it straight or we would run until 12 o'clock and then invoke the 
rule and then there would not be any hearing until tomorrow. 

Forget the Ways and Means C ommittee. They laid this on the 
shelf for the moment by a vote of 17 to 8. You are for the Forand 
bill: is that correct? Yes or no. 

Mr. Lesser. Yes. 

Senator Dirksen. Walter Reuther is for the Forand bill; yes or 
no? 

Mr. Lesser. Yes. 

Senator Dirksen. The Forand bill is a partial bill; yes or no? 

Mr. Lesser. The Forand bill in that sense is a partial bill: ves. 

Senator Dirksen. Now we are getting down to tacks. Now, on 
page 6 of Mr. Reuther’s statement 

Mr. Lesser. I will not try to keep this on, except I would like to 
point out, and may the record show, that this specific question is 
treated in Mr. Reuther’s prepared statement, beginning on the middle 
of page 17, and may that be noted at this place. 

Senator Dirksen. I think we have it nailed down now as to where 


weare. Now I read youa paragraph on page 6, at the bottom of Mr. 
Reuther’s statement : 





At his February 1 press conference, the President indicated that a social 
security tax hike was being considered to make greater provision for the care 


of the aged. 

It was indicated by the President that a social security tax hike 
was being considered. Do you regard that as a commitment to the 
Forand bill or to a social security t ax hike? 

Mr. Lesser. I regard it as a statement by the President at that 
time that they were “considering an increase in the social security tax. 
I do not believe it was a commitment at all. We did not say so. W e 
said “indicated that a social security tax hike was being considered.” 

Senator Dirksen, If you know about this subject, as I think you 
know, and I give you credit for knowing a good deal about it, you 


do know that all kinds of plans were under consideration constantly, 
do vou not ? 


Mr. Lesser. Yes; I do. 

Senator Dirksen. Various approaches. Whether or not you ap- 
propriate out of the Public Treasury sufficient funds for the old-age 
assistance fund to cover this whole subject. It might take $500 


million, $600 million, or $700 million; I do not know. That was 
under consideration. 
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A social security tax hike was under consideration. Proposals for 
voluntary plans in which the recipients in the State and the Federal 
Government all shared without a social security tax hike were under 
consideration. 

Several years ago we had under consideration a so-called health re- 
insurance proposal, which said in effect to the people who are engaged 
in this field, “You go ahead and insure over and above your normal 

risks, and if for reasons or catastrophe or otherwise, we will reinsure 
you against loss.” That was still another plan. 

Now I think you will admit that all of these and other plans were 
all under consideration, will you not ? 

Mr. Lesser. Yes. They have been under consideration for many 
years. We think that the time for action isnow. As you pointed out, 
the proposal to subsidize the insurance companies and protect them 
against losses via the route of the Flander- eee bill was introduced 
several Congresses ago. Our point is that all of these things have 
been under consideration for many years. We think that the time 
for decision is now. 

Senator Dirksen. Our point is that this would constitute an irrev- 
ocable step diffused all over the country and involving millions of peo- 
ple. Once the step is taken, you do not return on that Toad. 

Now, do you agree that, because of the magnitude and the need, that 
the Congress should exercise the greatest caution before it ventures on 
any road to make sure that it is on good ground and that the program 
will be sound and self-sustaining and will not develop ancillary and 
corollary matters to brew up a good many headaches in the future? 

Mr. Lesser. Senator, of course we believe that the Congress should 
explore and should determine that what they are doing issound. Con- 
gress made a decision in 1935 to start down the road of a social security 
insurance system. 

At the point they started down that road the argument was made 
they are going in the wrong direction. I think the system has gen- 

erally been ac cepted. Several years ago proposals were made to ‘add 
disebility benefits to the old-age benefits of the system; that is, ben- 
efits for persons who become permanently and totally disabled. The 
addition of those benefits was opposed on the ground that it was un- 
sound or that it was adding a new type of thing to the Social Security 
Act; that it would destroy the financial soundness of the plan. 

Today we find that is well accepted. We find, in fact, that it is so 
well accepted and was done on such a sound basis that even the oppon- 
ents of the initial step are now saying, “Let us expand it and remove 
the age 50 limitation which now is there and that can be done out of the 
present fund.” 

We believe that the social security mechanism is a sound mechanism. 
While we certainly agree that Congress should consider all types of 
legislation, we do believe that there is sufficient evidence present at the 
present time for Congress to reach a sound decision. We are sure if 
they review the present evidence that the sound decision will be made 
and we believe that the sound decision will be to use the social security 
mechanism. 

We have pointed out, and Congressman Forand has pointed out, 
ee somebody can come up with some modifications of the bill. 
Nobody ever said, and the Congressman did not say, that his bill 
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the last word. But I think the issue of whether or not we use the 
social security mechanism is one on which Congress can reach a 
proper decision, and that the proper decision would be to use such 
mechanism. 

Senator Dirksen. How big a hole did we plow into the trust fund 
of the social security, meaning the insurance fund, the year before 
last ? 

Mr. Lesser. I do not remember. 

Senator Dirksen. I will tell you. I will save you the trouble. 
Five hundred million dollars. How did we cure it? By raising the 
social security tax. 

Mr. Lesser. Senator, wasn’t that tax schedule written into the law? 
It has been recognized that every year you are not going to continue 
to increase your fund. The Congress has written in a se hedule which 
provides for another tax increase in 1963, another one in 1966, and 
the last one in 1969. 

Senator Dirksen. Yes. 

Mr. Lesser. In writing that in, Congress recognized that you would 
not finance the system on the basis of earlier tax increases or they 
would not have written in the later ones. 

Senator Dirksen. Yet Mr. Reuther points out that this has been 
on the books since 1935. That is 25 years ago. Still we are worry- 
ing about a solvent fund, actuarially sound, so that the tax load will 
not be a crusher both for the workers and the employers, for one thing, 
and that the soundness of the fund will not be diminished. 

You would be surprised at the number of letters that already reach 
senatorial desks in the mail, from men working at benches in fac- 
tories, who are complaining about the social security take that. is 
being deducted from their paychecks. 

The question then is, how far do you go before you destroy the 
actuarial soundness of the fund? Then you have to put on another 
slice in order to keep it going. That is precisely, my friend, the prob- 
lem that is here. 

Here is a modest tax increase under the Forand bill to take care of 
people 65 or over who are insurance beneficiaries under the old age 
insurance fund. Sixty days of hospitalization, 120 days in the nurs- 
ing home. Would it be your notion that this would have a considerable 
impact upon the amount of money that Congress will have to appro- 
private in future years for the Hill-Burton hospital program ? 


RELATION OF HEALTH INSURANCE TO NEED FOR HOSPITALS 


Mr. Lesser. I do not, Senator, see why it should have any impact 
on the money appropri: ated under the Hill-Burton Act to finance the 
construction of hospitals, if we go on the assumption that one way or 
another the needs of these people have to be taken care of. 

You have said maybe there ought to be another approach, maybe 
the voluntary approach, maybe grants to State agencies. Whatever 
the approac h, I hope that the hospitalization needs of these people 
are going to be taken care of. If those hospitalization needs of these 
people are taken care of, the appropriations will have to be made 
through Hill-Burton or whatever Is necessary to finance the hospitals. 

I do not think that people are suddenly going to go to hospitals. We 
are not impressed with the argument that people will go to hospitals 
on an unnecessary basis if they have coverage through insurance, 
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whether it be under the Social Security Act or whether it be on a 
private basis. ‘The doctor still has to admit the patient to the hospital. 

Some people may go who cannot afford to go now, but I think that 
this would be a great thing for this country. I do not think there 
will be unnecessary hospitalization. 

Senator Dirksen. How do you keep people out of the hospitals 
under the Forand bill if they want to go / 

Mr. Lesser. Because the doctor has to certify that it is medically 
necessary for this person to be admitted to the hospital. 

Senator Dirksen. That is exactly so. On what basis does the doctor 
make the certification, when the patient insists that he ought to go to 
the hospital ? 

Mr. Lesser. I would assume that a doctor makes a certification of 
that character on the basis of medical need. You see, we have faith 
that the doctors will perform their medical functions on a proper basis. 
What we criticize is what we call the political leaders and the political 
program of organized medicine. 

We believe that doctors, as medical men, will not be putting people 
in the hospital if it is not medically necessary. When a doctor makes 
a certification that there is a medical need for that person to go in the 
hospital, we have confidence that he will make the right certification. 

Senator Dirksen. Why should a doctor be reluctant to make that 
certification? It is paid for by taxes, is it not! If I say to the doctor, 
“Look, Doc, I got to go to the hospital,” why should he give me an 
argument? Why should he say, “You don’t have to go toa hospital.” 

I say, “Look, they are paying taxes to send me to “the hospital. I 
want to go to the hospital.” 

Mr. Lesser. Senator, first 

Senator Dirksen. You have forgotten British experience, my 
friend. Let me ask you for a better answer, where do you live—in 
Detroit ? 

Mr. Lesser. I live in the District of Columbia. 

Senator Dirksen. I thought maybe you lived in Detroit. 

Mr. Lesser. I have lived in Detroit for a good many years. 

Senator Dirksen. You know just across the river is the Dominion of 
Canada. Are you familiar with the health plans in Winnipeg, 
Saskatchewan, and Ontario / 

Mr. Lesser. Slightly. Iam more familiar with the one in Ontario. 

Senator Dirksen. Do you know they have waiting lists up there 
and they had to say “We cannot put you on the list any more; there 
are too many people wanting to get into the hospitals under those 
plans.” 

Mr. Lesser. But Doctor—I mean Senator—the fact that persons 
are waiting to get into a hospital can also be very good evidence as 
to the inadequacies and the need for additional hospital facilities. 

Senator Dirksen. My friend, that is not what I asked you. I 
wanted you to admit that statement because my original question 
was, what will be the impact on Hill-Burton funds to be appropriated 
by the Congress to build a lot more hospitals if the experience in 
Canada and Britain is any indication of what our experience will be, 
and human nature, my friend, is pretty much the same everywhere. 

Mr. Lesser. We believe it can be controlled medically, Senator, and 
that while there may be additional hospitalization utilization, it will 
be because of the needs and not because of the desire of people to go 
and lie in bed in a hospital. 
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Senator Dirksen. You will admit, of course, and I have to get back 
to the original premise, that the President has made no commitment 
on a social security tax hike for hospital insurance purposes. It was 
one of many plans under consideration. Are we agreed on that? 

Mr. Lesser. We are, sir. 

Senator Dirksen. Now, I read you from the same paragraph of 
Mr. Reuther’s statement at the bottom of page 6: 

Since that day, the GOP presidential aspirant and Secretary Flemming have 
been indulging in some fancy footwork designed to cover a retreat from the 
presidential promise with some show of forward movement. 

Now, do you think that fair? I think it is a stinking statement 
from Walter Reuther, and I want it to appear in the record. We are 
as interested—the Vice President is as interested and Secretary Flem- 
ming is as interested—in doing something for the aged in the health 
field as Walter Reuther or you or Victor Reuther or Emil E. Mazey 
or anybody in your organization was ever interested. 

But you make it appear now that the Secretary of Health, Educa 
tion, and Welfare, who is a dedicated man, and the Vice President of 
the United States, who is certainly a dedicated person, are now doing 
fancy footwork and retreating from a presidential promise. I want 
to know what the presidential } promise was from which they retreated. 

Mr. Lesser. I think, Senator, and perhaps the word “promise” is 
not the most accurate word 

Senator Dirksen. Oh, you got the best public relations men and the 
smartest speech writers in the world, and you do not even split an 
infinitive in thisstatement. But promise is in there. 

Mr. Lesser. At the conclusion of the President’s press conference, 
that statement was taken by the press and was built up and high- 
lighted—I am talking about the news stories—and the implication 1 of 
that statement together with the statement which I believe we quote 
from the Wall Street Journal of Secretary Flemming’s that the 
administration in November might have to revise its position on the 
principles of the Forand bill—this was taken as a hope, and implica 
tion, if not a binding promise, that this was the direction that the 
administration was going. 

All of the news reports were that this is the way it is going, this is 
what Secretary Flemming wants, this is what Vice P1 esident Nixon 
wants, and since then we point out that more and more things have 
been thrown in until finally nothing is left but exploration. 

Senator Dirksen. What is your official position with Walter 
Reuther? 

Mr. Lesser. I am director of social security activities for the in- 
dustrial union department of the AFL-CIO. 

Senator Dirksen. You speak for him? 

Mr. Lesser. I do. 

Senator Dirksen. We always go on the theory that when you come 
you not only speak with authority, but that you are doubly cautious 
about giving us facts, not news stories. You said, why, these are on 
the basis of news stories. You think that helps to shape legislation. 

Mr. Lesser. That is what helps to shape public opinion. 

Senator Dirksen. Then you come here to lobby and not to give us 
information. 
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Mr. Lesser. No, I do not. Now, Senator, this is what people are 
forced to rely upon as to their beliefs as to what is going to be done 
and what is likely to be done and who favors what and who believes 
in what and who does not believe in what. 

Senator Dirksen. So the word “promise” was really based upon 
what you saw in certain news stories. 

Mr. Lesser. That is right. 

Senator Dirksen. Mr. Chairman, this is a rather fruitless quest. I 
will have other things to say later, I am sure. For the moment, I 
have preempted all the time I should this morning. 

Senator McNamara. Thank you, Senator. T am certainly glad to 
see that you do not think the Forand bill is adequate. We will cer- 

tainly be glad to have your support when we get to legislation along 
those lines. 

Senator Dirksen. Mr. Chairman, I want this record to note that 
long before most Senators of the U.S. Senate ever came to Washington, 
and my good friend from West Virginia will appreciate this, we had 
Wagner “bills, and C apper bills, and I had been discussing health 
insurance more than 20 years ago, and probing into it, so this i is not 
anew subject. with me. 

Senator McNamara. Iamsure of that. 

Senator Brunsdale, do you have any comment or questions at this 
point ? 

Senator Brunspa.e. No. 

Senator McNamara. Thank you very much, Mr. Lesser. We are 
certainly glad to have your testimony. 

Senator Randolph, do you have any additional comments or ques- 
tions? 

Senator Ranpotpeu. Yes. I hesitate to question the witness further, 
but in the light of the coverage of any complete or partial coverage of 
any legislation in this area, I would at least state I have never declared 
for the specifics of the so-called Forand bill. I am vigorously in sup- 
port of legislation in this area which we are discussing. 

I would remind the witness, and for the record state, that when 
we passed the Fair Labor Standards Act originally in 1938, that we 
were meeting the needs as we knew them then, or felt we knew them 
then. Since we have amended that legislation on two occasions, and 
there is now pending in the Congress amendments to the Fair Labor 
Standards Act which presumably might pass in the 86th Congress 

So as for myself, I do not become too exercised over whether we 
do a partial ora complete job. We make a beginning, and then we 
add as we see on the experience gained from the origmal law. 

Senator McNamara. Thank you again, sir. 

Mr. Lesser. Thank you. 

Senator McNamara. Our next witness is Dr. John D. Porterfield, 
who is the Deputy Surgeon General of the United States, and one 
of the leading figures in the American Public Health Service, having 
served as director of the Ohio State Department of Public Health. 
He has been an officer of many associations in the public health field 
and has served on the faculty of the College of Medicine of Ohio 
State University. 

We are very glad to have you here today. I see you have a pre- 
pared statement. You may proceed in your own manner. 
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STATEMENT OF DR. JOHN D. PORTERFIELD, DEPUTY SURGEON 
GENERAL, PUBLIC HEALTH SERVICE, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 










Dr. Porrerrietp. Thank you, 
committee. 

This committee has heard sufficient testimony from many sources to 
make it clear that the aged and the aging are faced with serious 
health problems—both because of the amount of illness and disability 
and because of the difficulties of obtaining needed care. 


Mr. Chairman and members of the 
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You are, I am sure, well aware that the incidence of disabling and 
chronic illness is higher for older people than for younger. The 
National Health Survey showed in 1957 that nearly 8 out of 10 non- 
institutionalized persons aged 65 and over had one or more chronic 
conditions. Although some of these are minor conditions—allergies, 
hay fever, bronchitis, and so forth—many of them are serious—heart 
trouble, arthritis, diabetes, kidney disease. In fact, more than half 
the aged who have chronic conditions are limited in their activity to 
some degree. Many have residual handicaps that might have been 
prevented if the disease or injury had been adequately treated at the 
outset. 

Because of these handicaps, many old people are not able to get 
along by themselves and, therefore, impose a severe burden on their 
families or on community services. Many of our aged citizens are 
not realizing their full potential for self-care and self-help because 
of the unfortunate circumstance that our knowledge of disease and 
its treatment has not been matched by similar knowledge of how to 
get treatment and restorative services to the patient at the right 
time and in the right place. 

What are we doing and what should we be doing to provide the 
health care needed for all the aged, sick or well?) The most obvious 
thing we have done is to try to provide hospital and nursing home 


care. There can be no doubt that some of the sick aged need this 
kind of care. 



































ROLE OF NONINSTITUTIONAL HEALTH CARE PROGRAMS 
But this need for more hospitals of all kinds and for more nursing 
homes has tended to obscure the fact that the majority of long-term 
patients do not need institutional care for long periods of time, if 
at all. Unnecessary institutionalization of patients is something we 
surely want to avoid. For one reason, it is expensive. Not only 
are hospital costs high in themselves, but the increased use of these 
facilities in turn creates serious problems by increasing the competi- 
tion for hospital beds and scarce health manpower. T ‘his has helped 
drive up the costs of medical care so that health insurance premiums 
have been increased with only minor and uneven increases in benefits. 

An even more compelling reason for trying to find a satisfactor vy 
substitute for hospitalization is the effect on the patient. M: any long- 
term patients respond to medical care better and more quickly when in 
familiar surroundings—when their diet, sleeping habits, and acti- 
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vities can be individualized in accordance with their needs and pre- 
ferences. It is clear to me that just building more hospital beds 
will not solve our problems. 

The real solution lies first in preventing the occurrence of chronic 
diseases, accidents, and dangerous environmental exposure if possible ; 
second, in preventing their disabling consequences; third, in develop- 
ing services needed to care for sick aged persons at home; and finally, 
in providing for the administrative organization of services to assure 
accessibility and continuity of care. 


PREVENTION OF DISABILITIES 


One promising avenue of approach—perhaps the most. promising of 
all in the long run—lies in the prevention of disabilities associ: ated 
with aging. There has been a tendency in the past to accept these 
disabilities as an inescapable burden of society; consequently, our 
major efforts in this field have been directed tow: ard alleviating handi- 

caps after they exist. There is abundant evidence to support my 
conviction, however, that active application of preventive principles 
can greatly reduce the number of disabled older persons. 

The key to a successful preventive program, for older persons as 
well as for children, is the health maintenance examination and ac- 
companying health counseling. Through periodic examinations, 
potentially disabling conditions can be detected and checked at an early 
stage. Diabetes and glaucoma are two of many such conditions whose 
disabling effec tscan be controlled through early detection. 

Of equal importance with the examination itself is the advice and 
counsel which should accompany it. Slight impairments of sight and 
hearing, unnoticed or unacknowledged by the older person, are often 
the cause of disabling accidents; timely advice from a physician may 
prevent these accidents. Similarly, nutritional problems are at the 

root of many illnesses of older people; suggestions for a better diet 
may keep them off the disability list. Such simple things as these, 
if widely applied, could have a profound impact on the health prob- 
lems of the aging. 

SERVICES FOR THE HOMEBOUND 


A chronically ill patient may need many different kinds of services 
at one time or another in the course of his illness, such as medical 
supervision, bedside nursing, a battery of diagnostic laboratory serv- 
ices, physical and speech therapy, homemaker services, loan of special 
equipment (wheelchair, hospital bed), and many others. 

When a physician is caring for a patient in a hospital he can easily 
call on all the restorative services the hospital has. When the patient 
is discharged from the hospital, however, how will the physician 
secure the necessary supplementary services? At the present time, 
most communities lack both the services and the administrative organ- 
ization for their provision to the homebound. But some communities 
do have many of the services available and can move ahead promptly 
to improve coordination. 

The Commission on Chronic Illness reached many conclusions to 
which we-still subscribe. The following statement is taken from 
the report of that Commission : 


Lack of coordination of services is a major obstacle to progress. In many 
communities it may supersede the lack of money. The importance of good 
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working relationships among diverse community agencies, facilities, and inter- 
ests in providing better care for the long-term patient cannot be overemphasized. 

Coordination and integration are applicable among local institutions and 
services, among members of the care team, among public and voluntary agencies ; 
and as between one level of government and another, or between a teaching 
hospital and smaller “satellite” institutions. 


CENTRAL REFERRAL AGENCIES 


This was written in 1956. While the situation is much the same 
today, there are hopeful signs that new services and the integration of 
existing services may be emerging which will improve the health status 
of the aged. Some of the needed services are now available in many 
cities, but usually only in a piecemeal fashion. Av least a few cities 
are setting up central referral agencies to guide physicians and fam- 
ilies in locating needed services which may be scattered among many 
different agencies and institutions. 


EXAMPLES OF COMMUNITY HEALTH PROJECTS 


This committee has heard descriptions of some of the forward- 
looking programs, such as the Santa Cruz screening program for old- 
age assistance recipients ; the health maintenance clinics being de- 
veloped in a few places; and the screening, treatment, and restorative 
programs of several hospitals. The Public Health Service is par- 
ticularly interested in restorative services and is making every effort to 
push the concept, to help develop new techniques, and to encourage 
their use in all types of settings. 

For example, the Public Health Service is cooperating with the 
Georgia State Health Department, the State Heart Association, and 
other medical or ganizations in a special program to prevent or min- 
imize the disability of the 40,000 survivors of strokes in the State. 
The Georgia program includes education of the medical and nursing 
professions 1 in the early use of physical therapy and early ambulation 
of stroke patients. A demonstration clinic is being conducted a 
Grady Memorial Hospital, the teaching hospital of Emory Univer- 
sity medical school. Here the stroke patients are seen on an out- 
patient basis and_appropriate physical therapy is prescribed. The 
family is responsible for carrying out the therapy in the home. A 
public health nurse visits the home periodically to instruct the family 
and to supervise performance of the recommended procedures. A 
team composed of a physician, a physical therapist, and a public health 
nurse,is available to give intensive training in these procedures to 
physicians and nurses in local communities. 


TOO FEW HOME CARE PROGRAMS 


The value of home care programs for chronically ill and aged per- 
sons has been amply demonstrated but. we still have too few of them. 
These programs that have centralized responsibility for the admin- 
istration and coordination of services to patients and provide at least 
the minimum of medical and nursing care, social services, and essen- 


tial drugs and one. About 60 such programs are now operating, 
approximately double the number in 1956. 
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Historically, most such programs developed as extensions of hos- 

pital care. This means that the supplementary services of the home 
care team are available only to those physicians who are on the home 

‘are program staff. In a few communities—Philadelphia, Detroit, 
and Persons County, N.C., for example—home care programs are 
administered by agencies other than hospitals and patients of private 
physicians get comprehensive home care. Programs of both types 
have value. Five of the Nation’s major health groups (American 
Medical Association, American Hospital Association, Blue Shield, 
Blue Cross, and the Public Health Service) are holding a 3-day con- 
ference next month to further “develop methods for stimulating the 
growth and expansion of organized home care.” 

A comparatively inexpensive service that often makes it possible 
to care for elderly people at home is the provision of a homemaker. 
Such a woman has been specially trained to run a household in the 
presence of illness and to give some personal care to the patient. As 
an employee of a health or welfare agency, she is supervised by the 
agency and works with other persons providing care to the person 
at home. Such help at home can shorten hospitalization or prevent 
itentirely. 

The number of agencies providing homemaker services to the aged 
has increased rapidly in the last few years. Since the National Con- 
ference on Homemaker Services held a year ago, some 25 new pro- 
grams have been organized, most of them providing services to the 
aged. But even with these new agencies, there are only some 165 
to 175 such programs in the country and many of them give little 
or no service totheaged. Many more are needed. 


EXTENSION OF INSURANCE TO INCLUDE HOME CARE 


As communities begin to make available more services in the home 
and to develop the needed administrative organization that will make 
these services effective, insurance carriers are likely to extend health 
insurance benefits to out-of- ee services. In fact, in Lyon Coun- 
ty, Kans., and Detroit, Mich., the Blue Cross and Blue Shield organi- 
zations are now including such benefits. In Monroe County, N.Y., 
Blue Cross and Blue Shield have offered to include such benefits pro- 
viding the community organizes a home care program. 

The Lyon County plan for providing prepaid out-of-hospital health 
care is sponsored by the county medical society, two local hospitals, 
and the Kansas Blue Cross-Blue Shield. In Detroit, the Blue Cross 
has recently started a pilot program in cooperation with the Visiting 
Nurse Association. In both programs the new services which must 
be prescribed by a physician are in addition to the regular hospital- 
surgical benefits. Both programs provide nurse and nurse aid (home- 


maker) services, physical therapy, and other services that vary between 
the two programs. 


PUBLIC HEALTH SERVICE PROGRAMS FOR THE AGED 


The Public Health Service is devoting a considerable portion of its 
total resources directly or indirectly, to health problems of the aged. 
It would be difficult to determine with any precision just how much 
of the $400 million budget of the National Institutes of Health is 
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dedicated to these problems, but it is significant that most of the 
categorical institutes deal with diseases which make their chief i impact 
on older persons—heart disease, cancer, arthritis, and metabolic dis- 
eases, neurologic diseases and blindness. 

Specifically earmarked for the aging are three research grants for 
which we in the Service have partic ‘ularly high hopes. These are 
long-term, interdisciplinary projects for coordinated study of prob- 
lems of the aging, two of which are already in operation at Duke Uni- 
versity and Yeshiva University. The third, approved by the 
National Advisory Health Council on March 9 of this year, will estab- 
lish an Integrated interdise iplinary program of research in aging at 
Western Reserve University in Cleveland, Ohio. The Council 
recommended approval for 7 years, with the first year’s grant 
totaling $186,000, the second year’s $265,000, and $317 000 for each of 
the subsequent 5 years. These long-term grants permit coordinated 
long-range planning by the institutions and encourage participation 
by a great variety of scientific disciplines. 

In the area of application, the Public Health Service carries on 
many activities, including construction grants for chronic disease 
facilities and nursing homes; increasing the supply of health man- 
power and encouraging training institutions to stress problems of 
chronic illness and disability; and conducting or supporting different 
kinds of factfinding studies. 

Among the studies being made are: Determination of the cost of 
running nursing homes and similar facilities; a survey of the use of 
general hospitals; measurement of the economies resulting from the 
use of progressive patient care; obtaining actuarial information on 
prepaid dental programs; and preparing a comprehensive account of 
homemaker service programs, including a review of past and present 
organization of services and a look to the future. 

In addition to these one-time studies, I want to mention the Public 
Health Service’s continuing national health survey. Many of the 
facts on the health needs of the aged that have been presented to this 
committee are based on data collected by the survey—the extent of 
illness and disability, volume of physicians and hospital services used, 
and the economic and other impacts of such conditions. 

Data now being collected will, we believe, shed new light on medical 
expenditures through insurance plans. A _ scientifically designed 
sample of the entire population is being asked the proportion of their 
hospital bill covered by insurance, their diagnosis, and the length of 
hospital stay. We will know whether the insurance covers only hos- 
pital expenses, or hospital and surgical, or hospital, surgical, and 
medical care outside the hospital. The data will show whether the 
coverage is provided by one of the Blue Cross plans, by commercial 
insurers, or by a combination of these. We will also know how in- 
surance coverage for people in rural areas compares with that of 
people in urban areas. The survey staff is now testing procedures 
for collecting data on the impact of major medical plans and coverage 
against loss of income by disability insurance and sick leave plans. 


UNIVERSITY OF MICHIGAN STUDY OF OAA MEDICAL CARE PROGRAMS 


One of the Public Health Service research grants is of particular 
interest in connection with our discussion today and I should like to 
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tell you a little about it. This grant was made in 1957 to the Ameri- 
ean Public Welfare Association which has contracted for the study 
with the University of Michigan School of Public Health. The study 
was planned because we have few figures on the kind and amount of 
medical care services being provided to public assistance recipients. 
The grant was requested bee cause, although expenditures for public 
assistance medical care amount to over $300 million a year, the States 
do not have the facts needed to help them in the control of the quan- 
tity and quality of medical care. The project, therefore, began by 
collecting data on the use of services and the characteristics of the old- 
age assistance population in four States that have comprehensive 
medical care plans and satisfactory records. Preliminary analysis 
of the data suggests that perhaps some changes in program emphasis 
may be desirable, such as less hospitalization and more home care 
services. The next phase of the project will be to develop a model 
reporting system which will enable all public assistance agencies to 
collect the information needed for adequate control of services and 
expenditures on a uniform basis. 

In summary, then, pioneering work has been done in relation to 
many of the health problems of the aging. The challenge before the 
health professions is to extend the application of those approaches 
which are proving succesful, and above all, to develop and apply new 
patterns for coordinating the many efforts which soc lety is now ex- 
pending in this field. 


PROBLEM AREAS CALLING FOR IMMEDIATE ACTION 


Specifically, these should be among the areas of immediate concern : 

(1) To promote health services for the aging which emphasize pre- 
vention of disabling conditions, applying prev entive techniques which 
have proved effective with younger population g groups; 

(2) To encourage the establishment of restorative services and their 
application at the earliest possible stage ; 

(3) To stimulate the establishment of services which provide for 
continuity of treatment of the patient in his home; 

(4) To develop training programs for the manpower essential in 
carrying out all these services, with special attention to training of 
personnel needed in home care; 

(5) To coordinate at the community level the many and diverse re- 
sources dedicated to problems of the aging, so as to avoid duplication 
and make the best possible care available to those who need it ; 

(6) To conduct and support research across the wide range of health 
problems of the aging. 

Obviously, this is a complex task. It will require the participation 
of many skills and disciplines representing voluntary and official 
agencies at local, St ate, and Federal levels. It will require a degree 
of cooperation which is rarely achieved. 

But. I believe that it can and will be done. It is possible to select 
out of the welter of related problems several points for immediate at- 
tack: training programs to increase our resources; demonstrations to 
make better use of the resources now available; and experimentation 
and investigation to discover new modes of cooperation. The tre- 
mendous interest in the problems of aging which is manifest on the 
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part of the professions and the public alike virtually assures that 
progress will be made. 
Thank you, sir. I will be available for any questions. 


CHRONIC DISEASE RATES HIGHER AMONG THE AGED 


Senator McNamara. Thank you, Doctor. I think your statement 
is very helpful. You mentioned many of the crippling diseases that 
afflict older persons. Do you have any breakdown of the number of 

cases of heart disease experienced by people over 65 ? 

Dr. Porrerrtetp. Yes, sir. There are something like 10 million 
cases of heart disease in the country. I believe four million, or 40 per- 
cent of them, are in people over 65. 

Senator McNamara. Does that include in this group people with 
high blood pressure ? 

Dr. Porrerrietp. Yes, sir. The various types of cardio-vascular 
diseases. 

Senator McNamara. Do you have any figures on the number of can- 
cer cases in older people, 65 and over? 

Dr. Porrerrietp. There are altogether about 750,000 cases of cancer 
at any given moment, most of which are in those over 65, but not 
exclusiv ely. 

Senator McNamara. Diabetes? 

Dr. PorrerrteLD. In diabetes, there are not quite 3 million, 2,900,000 
cases of diabetes in the country. This, too, is spread over the entire 
population, but the 9 percent over 65 have more than their share. 

Senator McNamara. And the last one is arthritis. 

Dr. Porrerrtetp. There are about 5 million cases specifically of 
arthritis. In addition to that, there are about 6 million cases of re- 
lated rheumatic disorders. 

Senator McNamara. Doctor, do older people suffer primarily from 
acute short-term diseases or from chronic, long-term diseases? 

Dr. Porrerrretp. Mostly from chronic diseases, sir. 

Senator McNamara. Long-term ? 

Dr. PorrerrieLD. That is right. 

Senator McNamara. You have heard, no doubt, the reference made 
frequently from doctors—we have heard it over and over again in our 
hearings throughout the country—that there is not a single case where 
older persons need medical care who do not get that care. 

Yet we have numerous cases on our record, cases of men and women 
who do not go to a doctor because of the fear of costs involved or be- 

cause they just do not want to become charity cases. What are your 
a on this? 

Dr. PorterrreLp. As I mentioned in the statement, Senator, I think 
one of the primary causes of this is lack of information as to care 
availability. 

It is not the only reason to be sure, but we know of many cases in 
the community where when they have failed to obtain adequate care 
from their traditional sources, or feel they can no longer call upon 
them because of financial or other disability, they then have no knowl- 
edge of and no way to discover the knowledge of how to obtain care 
from other sources. 

Senator McNamara. You feel that your agency can be helpful. I 
assume that your agency can be helpful in getting this across at the 
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local levels, particularly if you have a proper setup at the local levels 
to receive this kind of information and cooperation. 

Dr. Porrerrteip. We are trying to do that now; yes, sir. We have 
several demonstrations in cooperation with State and local govern- 
ments and local health agencies which attempt to demonstrate, and 
have been successful in demonstrating, that the establishment of a 
referral service, or a central information agency, in itself does two 
things: 

It provides the communication between those who need specific 
help and those who provide that type of help under the conditions 
required. Also, it demonstrates to the community lacks, when they 
are present, of particular kinds of care which are needed by many 
people so that they are subsequently developed when this lack is evi- 
denced in that community. 

Senator McNamara. Thank you, Doctor. I think these figures are 
very helpful to us. 

Senator Dirksen, do you have any questions or comments ? 

Senator Dmxsrn. Dr. Porterfield, I notice in your statement that 
you say at the top of page 10, “Data now being collected will, we be- 
lieve, shed new light on medical expenditures through insurance 
plans.” 

Then you refer to hospital bills covered by insurance, diagnosis, 
length of hospital stay, surgical and medical benefits outside of the 
hospit: il, coverage in rural areas as compared with urban areas, the 
impact of major medical plans against loss of income. 

Below you refer to the aw ard made to the American Public Wel- 
fare Association which has a contract with the University of Michi- 
gan School of Public Health. There you indicate that we have few 
figures on the kind and amount of medical care services being pro- 
vided to public assistance recipients. 

You mention also that $300 million a year is expended for public 
assistance medically. I suppose that is at all government levels. 

Dr. Porrerrtetp. Very little at Federal. Mostly at State and local 
levels. 

Senator Dimksen. And some Federal ? 

Dr. Porrerrreip. Yes, sir. 

Senator Dirksen. Generally speaking, when you mention that data 
is now being collected, I would gather that you think we have to fort- 
ify ourselves with additional information in order to see this whole 
problem clearly in order to then know what to do. 

Dr. Porrerrtetp. I must confess that I am much newer at this par- 
ticular line of inquiry than, for example, you are. One of the things 
that struck me first when my position called for me to contribute to 
the studies that are going on presently, is the lack of a considerable 
amount of precise information on some of these things. 

The two studies which you mentioned are not identical, although 
they are related. The one which is being done by the American Pub- 
lic Welfare Association through the U Iniversity of Michigan School 
of Public Health is, as you see, directed specifically to the kind and 
quality of medical care being provided those on public assistance 
rolls. 

On the other hand, the National Health Survey project is attempt- 
ing to identify the kinds of medical care and the influence upon its 
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provision which insurance has in other forms of payment in the gen- 
eral, rather than in the public assistance, population. 

We do not know, in my own opinion, enough to make a precise 
diagnosis. We can treat symptomatically here and there many cases 
for flagrant conditions, but we do not know precisely at the present 
time what will cover the major difficulties in the country today. That 
is one of our difficulties. Every time we attempt to devise a scheme 
which will cover the major problems, it becomes very complex. 

Senator Dirksen. The point I make is that to do a good job in this 
general field you have to have reliable data and know in what direc- 
tion you are going. 

Dr. PorrerrteLp. That is my opinion, sir. 

Senator Dirksen. Is this exploratory work that you refer to, when 
you say that surveys are now underway, a part of this whole general 
pattern to get all the facts as a predicate upon which we can base a 
better judgment ? 

Dr. Porrerrietp. That is correct, sit 
Senator Dirksen. That isall. 








NATIONAL 





HEALTH SURVEY ACTIVITIES 

Senator Mc Nam ARA. In relation to that point, is there any way of 
speeding up the public ation of the National Health Survey of in- 
surance? There issuch a survey underway ¢ 

Dr. Porrerrrevp. There is. 

Senator McNamara. When do you expect it to be available ? 

Dr. Porrerrtetp. We have a very few preliminary indications at 
the present time. We would not expect any kind of definitive answers 
in less than a year and for more comprehensive answers something 
like 2 years. 

Senator McNamara. This isa continuing matter? 

Dr. Porrerrieip. That is right. We have to divert to this par- 
ticular study only that portion of our National Health Survey staff 
and budget which we can afford in view of the other projects which 
we are carrying out at the same time. 

Senator McNamara. You are not lobbying for money? 

Dr. Porrerriretp. No,sir. Those are the facts. 

Senator McNamara. Senator Randolph, do you have any questions 
or comments? 

Senator Ranpnoirn. Dr. Porterfield, for the purpose of clarifying 
the record, did you say that there is indication of heart disease w ithin 
40 percent of those persons 65 and over ? 

Dr. Porrerrretp. No, sir. I said 40 percent of the heart disease in 
this country is in those who are 65 and over. While they constitute 
only about 9 percent of the population, they do contain 40 percent 
of the total heart disease load in this country. 

Senator Ranpotpn. The aged constitute more than 9 percent of our 
population; dothey not? Isit not more nearly 11 or 12 percent ? 

Dr. Porrerrreip. I do not think so, sir. There are about 1514 
million people in the country, the last figures I have, who are 65 and 
over, and the population of the country is something better than 175 
million. 
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Senator Ranpotrn. Dr. Porterfield, are the Surgeon General and 
the Public Health Service called on to make recommendations in the 
areas of legislation which have been discussed here this morning? 

Dr. Porrerrievp. Yes, sir, but not alone. He is asked to contribute 
to the staff studies being carried on in the Department of Health, 

Education, and Welfare. The Social Security Administration and 
people in the Office of the Secretary also contribute from their par- 
ticular talents and experience. 

The Surgeon General and his staff are asked to contribute par- 
ticularly from the point of view of the kinds of medical care needed 
and the quality controls which will be necessary to make them effective. 

Senator Ranpoten. Thank you, sir. 

Senator McNamara. Senator Brunsdale? 

Senator Brunspae. Dr. Porterfield, it has been my observation in 
some of the smaller communities where I have lived and where I oc- 
casionally visit that the number of doctors are few. Sometimes in 
these small communities there is only one. 

There was a time when generally that doctor would visit the patient 
at home if it was not necessary to take him somewhere else or per- 
haps to some other community to a hospital. Now we have hospitals 
in smaller places. The place I live hasa population of 2,000. We have 
a 40-bed hospital. We are building a nursing home and a home for 
the aged. 

We have three doctors in the community. Most of them do not like 
to go to the homes to care for patients. When we get the nursing 
home built, I suppose that the aged people will be asked to go there. 
If you cannot go to the office, they will say “We prefer that you come 
to the hospital if we can find room for you.” Is that a general situa- 
tion as far as you know it? 


CHANGING CHARACTER OF MEDICAL PRACTICE 


Dr. Porrerrretp. Yes, sir. This isa change in the trend of the char- 
acter of medical practice in the United States today. There are a 
number of factors, I think, that contribute to this. One of them is the 
relative shortage, particularly in many areas of the country, of medical 
practitioners compared to the case load or the public demand for 
medical services. 

In order to extend their services further over the population de- 
manding it, they have to centralize and concentrate their activities. As 
a matter of fact, the National Health Survey has some data on these 
matters which show that there are many less home visits, many more 
patients are seen in the office or, as you say, in the hospital. 

This reduces the physician’s traveling time and increases the time 
which he devotes directly to being with the patient. 

Another factor which influences this change is the change in the 
diagnostic procedures that are available for phy sicians today. Whereas 
in the old days, when my grandfather practiced medicine, he was able 
to reach his full capacity by observing the patient and doing a physical 
examination and had nothing else to rely upon to make his diagnosis, 
now a physician has many resources in the way of laboratory, X-ray 
and other types of tests which help make an earlier, more accurate 
diagnosis and initiate the proper treatment earlier. 
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This, however, is not available to him too easily in the home, and 
sometimes not in the community at large. One ‘of the points I at- 
tempted to make in this statement is this: He does, therefore, attempt 
to get the patient to the hospital where three days of hospitalization 
for di: agnostic purposes can and often does prevent many weeks of 
therapeutic stay in the hospital because he is able to make an early, 
accurate diagnosis. There are other factors, but I think these are the 
prine ipal ones. 

Senator Brunspate. In other words, Doctor, the care of a patient in 
the home under the program that is worked up for the aged would 
only cover certain types of illnesses or infirmities that could be treated 
at the home probably by a doctor occasionally visiting and a nurse or a 
homemaker caring for the patient ? 

Dr, Porrerrretp. You have to divide between the diagnostic case 
and the care or therapy case. In the diagnostic case, I suppose it is 
most often true th: at it is preferably to see the patient either in the 
hospital or in the physician’s office, unless it is a physician who knows 

the patient and the family for some time and can, therefore, on the 
background of the knowledge of his case, decide what the present 
situation is without further tests or explorations. 

The therapeutic part, we believe very strongly, should not be geared 
to the single, most intensive type of therapy, but should be adjusted 
to that level of treatment which the patient needs, whether this is in 
a home, a domiciliary home, a skilled nursing home or a hospital. 

Senator Brunspate. Thank you. 

Senator McNamara. If there is no objection we will have Sidney 
Spector, the director of our subcommittee staff, ask a couple of tech- 
nical questions. 
CHRONIC DISEASES 


AMONG THE AGED 











Mr. Srecror. Dr. Porterfield, would you summarize again for us 
the number of chronic conditions that older people have as compared 
to those in the younger age groups? 

Dr. Porrerrreip. As opposed to the younger age groups, I suppose 
the most common diseases which afflict older people are heart disease 
in its various forms, including high blood pressure, and stroke, cancer, 
diabetes, and arthritis. 

Mr. Srecror. To what extent does the National Health Survey indi- 
cate that these conditions are disabling or that they limit activity of 
older persons? Can you give us some ‘further lead on that? 

Dr. Porrerrretp. Yes, sir. In many cases disability is present. I 
have figures which show that 43 percent of those who are 65 and older 
are limited in their activity, whereas 10.1 percent is the ratio in all 
ages. Only 3 percent of all ages have limitation of mobility; that is, 
trouble to get around, whereas 19 percent. of those over 65 have condi- 
tions which make it difficult for them to get around. This refers to the 
noninstitutional population. 

Mr. Srecror. What is meant by the phrase “limitation of mobility” ? 
To what extent is that degree of limitation ? 

Dr. PorrerrrecD. It is not a precise definition. It refers only to 
the label put upon those people who find material difficulty in getting 
around the house, moving around the place where they live. The 
difficulty of getting on public transportation, of getting across streets, 
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of finding their way in town because of a physical disability, either 
sight, or locomotion, or something like that. 


CHRONIC ILLNESS A PUBLIC HEALTH PROBLEM 


Mr. Srecror. The figures that you cite on the extent of chronic 
illness and disability seem large. Is this, in your view, a public health 
problem ? 

Dr. Portrerrteip. In my view it is; yes, sir, because I believe that 
so much of this problem can be reduced by the development and wide 
application of preventive measures. 

It is always difficult, of course, to pay both for the results of the 
mistakes that we have made and at the same time to pay for preventing 
the mistakes we do not want to make tomorrow. 

We had this difficulty demonstrated in tuberculosis, where it cost 
us so much to care for chronic cases of tuberculosis in hospitals that 
often we could ill afford or felt we could ill afford to pay for a de- 
tection program that would discover early or incipient cases of tuber- 
culosis when they could be better treated. 

Here, too, I think a great many of these conditions, if found quite 
early before they have developed complications, before they have 
gone on to a more serious stage, can be placed under active therapy 
and the end results of long-time disability, difficulty of mobility and 
dependency, can be avoided. 

We have demonstrated this many times in many types of conditions. 


PERIODIC HFALTH APPRAISALS 


Mr. Srecror. I am just wondering—I am very much impressed with 
this matter of preventing illness rather than attempting to cure it 
after it takes — although we want to do so. Does it seem that 
older people should seek regular periodic health appraisals? How 
often should they do so? 

Dr. Porrerrretp. Yes, I think they should seek periodic health 
appraisals. There are different opinions on how frequently this 
should be done, but I should certainly think once a year is not too 
often. 

Mr. Srecror. You think older people have the income to have health 
checkups once a year? Ido not know what the cost would be, perhaps 
$50 or $100 per person. 

Dr. Porrerrietp. I do not imagine all of them do, no, sir. 

Mr. Specror. Do you have any estimate on the proportion which 
do? 

Dr. PorterFretp. No, I do not have that now. 

Senator McNamara. Doctor, at that point, even if they had the 
ability, the number is so great, 1514 million over 65, and this is an 
ever-increasing proportion of our population, would we have enough 
doctors to do the job even once a year? 


HEALTH SCREENING AN IMPORTANT DIAGNOSTIC TECHNIQUE 


Dr. Porrerrretp. Probably not, sir. We already demonstrated 
that we do not have the dentists to do this sort of thing. I think the 
same might be true for physicians. 
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This is one of the reasons why we have urged the development in 
communities of rough screening programs. These are not diagnostic 
procedures or comprehensive physical examinations, but they work 
on the basis of the law of probabilities. 

Since it is likely that in most people of this age these conditions do 
exis #7 a high percentage of the time, let us devise a simple test which 

can be administered to many people of this part of the population 
periodically at relatively low cost, either to themselves or to the com- 
munity, and from that find those in which there is a strong suspicion 
that the condition exists. Then refer these to the physicians so that 
the physician’s time is taken up with a richer ore of physical exami- 
nation than just those who walk in by themselves. When we do that, 
we are able to select those tests in which we find suspicious indications 
in a high enough percentage to make the tests economical and give 
the physicians a chance to work from that. 

This can be done for diabetes and glaucoma, two diseases which have 
very serious and drastic sequelae if left to go on but which can be found 
early and treated well. 

It is also possible in cases of certain kinds of cancers in certain 
locations in the human body. It is certainly true perhaps to a more 
limited extent in the case of certain types of heart disease. 

Senator McNamara. Certainly that seems to be a very logical ap- 
proach. Do you visualize that this would be undertaken in the first 
instance by your agency in cooperation with the local public agencies ? 

Dr. Porrerrtetp. This is the way it is being done in a number of 
places now. The Public Health Service, through the State health 
department, is developing this kind of a demonstration with local 
health departments. In a few places, it is being done by hospitals as 
an extension of their outpatient service. In other places, it is some 
combination of the commun'ty agencies themselves, whether this be 
the local medical society, the council of health agencies, a voluntary 
health association or whatever. 

Senator McNamara. Would you say that generally you are getting 
pretty good cooperation from the doctors in this progr: ‘am ? 

Dr. Porrrrrieip. On balance, I would say, “Yes,” sir. 

Senator McNamara. I am certainly glad to hear that. 

Mr. Srecror. Mr. Chairman, I have more questions, if I may. 

In your health screening, have you been able to detect any diseases 
which otherwise would have been hidden? Do you have any figures 
on that? Are there many older persons who believe that they are in 
pretty good physical condition but that screening seems to develop 
diseases which may not otherwise have been on the surface? 

Dr. Porrerrieip. The screening does bring them to light where the 
individual did not suspect they were present. This happens at all 
levels. We have data to show, for example, in some of the medical 
examination programs carried on with industrial executives—the high- 
income group, if you will—that a fair percentage of these have condi- 
tions which they were not aware of until they had undergone the 
screening process and who then were directed to their physician for the 
followup in the kind of care they needed. 

The same is true in any part of the population. 
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CASES OF CANCER, DIABETES, AND GLAUCOMA REVEALED THROUGH 
SCREENING 


I do have some figures here, for example, which show that out of 
every thousand women who are examined, something like eight of them 
will be found to have cancer, carcinoma either in its earlier stages or 
ina later stage in the cervix. 

We find that about 514 people per thousand examined—these are 
adults and not children—will be shown to have previously unknown 
diabetes. 

This is a significant figure because it means that there are as many 
cases of diabetes in this country unknown to the individual as there 
are cases known and under treatment. Only half of the people do we 
know about and are we caring for. 

In people over 40 years of age a very significant condition is that of 
glaucoma, a condition of the eye, where we find in all of our screen- 
ings that somewhere between 15 and 20 people in every thousand over 
40 years of age have glaucoma and did not know it. 

Senator McNamara. Thank you very much, Doctor. 

Senator Randolph, do you have any further questions or comments ? 

Senator Ranpoien. Dr. Porterfield, I wish to clarify one question 
which I asked that I believe you meant to answer. As I think back, I 
am not certain perhaps that it was asked in the right way. I would 
like to know what percentage of those persons 65 and older in the 
country who have heart disease. Then I want you e give me the per- 
centage of those in the younger age group who have a heart ailment. 

Dr. Porrerrietp. It is true that the data I “ig here relate only 
to the distribution of known eases. I do not have the rates per age 
group with me. If I may supply that for the record, sir, I will. 

Senator McNamara. We will be happy to have it for the record, 
you will. 


(The following information was submitted by Dr. Porterfield :) 


Cardiovascular conditions by age groups 


Cer 20s os. hee ee ee tM de aOR ae daetaden dein nsecuat eee em tte 536, 000 
Be Ne eee ae ale ce sil San Scene a Dy 1, 451, 000 
En oo ee a ee ul ad eg i ee Ses cs eee a a as 1, 666, 000 
Gs 2 tesa ease aaa ebb pines esipalge i a: a Sk pe easaatncnass Sacdgldeetacte 2, 416, 000 
I a ascii ocna esata a ce a aa os oe ee 4, 048, 000 
Total under 65 (3.8 percent of age groupy........._........... 6, 069, 000 
Total 65 and over (26 percent of age group) -—-_..---.______-__-_ 4, 048, 000 


Total in: alt age groupe (FT mercont sci ee ed 10, 117, 000 


Senator McNamara. Thank you very much for your very help- 
ful testimony and we appreciate your being here. Thank you again. 

Dr. Porrerrretp. Thank you. 

Senator McNamara. Our next witness is Dr. James Appel. 

We are honored to have a member of the board of trustees of the 
American Medical Association as our next witness. 

He is a member of the Pennsylvania Medical Society, presently 
chairman of the society’s scientific group. He was elected to the 
board of trustees of AMA in 1957. He served as vice president for 
Blue Shield Association of Pennsylvania, and currently president of 
the Lancaster General Hospital and senior surgeon of the staff. 
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We are very pleased to have you here. 
You may proceed in your own manner. 


STATEMENT OF DR. JAMES Z. APPEL, LANCASTER, PA., MEMBER, 
AMERICAN MEDICAL ASSOCIATION’S BOARD OF TRUSTEES 


Dr. Arreit. Thank you, Mr. Chairman, and members of the sub- 
committee. 

Tam Dr. James Z. Appel of Lancaster, Pa., a member of the Amer- 
ican Medical Association’s board of trustees. With me today is Mr. 
C. Joseph Stetler, director of the association’s legal and socioeconomic 
division. 

I should like to express the personal regrets of Dr. Louis Orr, the 
AMA’s president, at his inability to appear today before this sub- 
committee. He has asked me to explain that prior commitments made 
this impossible. 

This subcommittee has given representatives of the American 
Medical Association two previous opportunities to present its views 
on the medical care problems of the aged and aging. We appreciate 
it, just as we appreciate the invitation to appear again today. 

Nonetheless, some of the material I expect to discuss has been cov- 
ered in previous testimony and may, therefore, be familiar. 

In the letter from your committee to the American Medical Associa- 
tion concerning these hearings, four general areas of interest were 
listed with the request that the remarks of the AMA representative 
be confined to those subjects. 

In the statement which I am filing with the subcommittee, I have 
complied with that request. In consideration of the subcommittee’s 
time schedule, however, I shall confine my oral statement primarily 
to a discussion of the medical care problems of the aged, a subject on 
which a physician can speak most authoritatively. 

Let me begin, Mr. Chairman, by saying that all physicians, regard- 
less of their type of practice, are able to observe at close hand the 
process of aging. Human beings are biologically as well as chronologi- 

ally from the ver y moment of their birth. The doctor, in his day- to- 
day practice, therefore, becomes uniquely familiar with the process of 
aging—and with its attrition, its compensations, its inevitability, and 
its attendant problems. 

No group is more intimately concerned with those problems then 
the members of the medical profession. Nor, in all probability, has 
any group devoted more study to the aging process or worked harder 
to find solutions to the many problems which accompany it. 

First, you ask for information on the kinds and magnitude of health 
problems faced by older persons. 

Let me begin with this statement: Most older people are in good 
health. There are no such things as diseases of the aged. There are 
diseases among the aged, just as there are diseases to be found in any 
age group. 

We hear a great deal about the prevalence of so-called chronic 
illness among older people. And so there is. But the term is gen- 
erally misunderstood. 

I, for example, am chronically ill. I have impaired hearing, and 
use a hearing aid. But I am neither disabled nor incapacitated. 
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A diabetic is chronically ill but, with the help of insulin, can lead a 
perfectly normal life. Just a few years ago, a diabetic played on our 
Davis Cup tennis team. 

The chronically ill are simply impaired. Certain medical condi- 
tions limit certain of their capacities. They are not necessarily dis- 
abled. 

This is why I make the point that most of our older people are in 
good health. They should not be thought of as debilitated and sick, 
for in the main they are not. 

Dr. Ethel Shanas, of the University of Chicago, recently surveyed 
a representative group of older people with enlightening results. She 
found that 20 percent or fewer of those over 65 were sick to the degree 
that illness limited their normal activity. 

The consensus of those she interviewed seemed to be: “The way things 
are now, most people can expect to feel pretty good when they are 70.” 

I am not suggesting that the aged are as healthy as those in their 
prime, but I am saying that they are a great deal healthier than they 
are sometimes represented to be. 

Our job as physicians is to keep the healthy in good health; and to 
help the sick regain their health to the greatest degree possible. 

This is why medicine keeps stressing the positive aspect of health 
care. 

We know, from long experience, that the best defense against sick- 
ness is full use by the individual of his physical, mental, and social 
capabilities. 

And so the medical profession has been paying increased attention 
to the social, economic, and vocational factors which thwart the older 
persons use of his full capabilities and menace his good health. 


FINDINGS OF AMA REGIONAL CONFERENCES 


Since our representative testified before this subcommittee—last 
August—the association and its constituent State medical societies 
have held eight regional conferences on aging. 

Involved in these conferences were professional and lay people 
from all over the United States and from diverse fields of interest. 
And all learned from one another. 

Briefly, here were some of our findings: 

(1) In overall job performance, older workers, are in a majority of 
cases, as good as their younger counterparts. 

(2) They were generally more patient, persistent, and conscientious 
in doing their work. 

(3) In most instances they are more dependable, more loyal to the 
company, more safety conscious than younger workers; and they are 
less frequently absent from work. 

(4) Half of those in large industries want to continue working past 
65. And up to three-quarters of these employees were capable of 
continuing on their job in the opinion of their employers. 

(5) Industrial em loyment counseling and flexible retirement pro- 
grams have helped all concerned. 

From the older persons themselves, we learned that most of them 
wanted to lead their own lives, and most of them are succeeding. 
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They do not like to be thought of as members of a minority group, 
and they are just as independent i in spirit as any other segment of our 
population—perhaps more so. 

And, finally, we learned that the bleak economic picture that has 
been painted of our older people is highly inaccurate. Income drops 
after retirement, yes. But needs are : also more modest once the heavy 
expenses of raising a family are behind. 

No other age group is likely to have as favorable a liquid asset: posi- 
tion as the aged, three-quarters of whom now own liquid assets in one 
form or another. 

According to reports of the Social Security Bureau of Old Age Sur- 
vivors Insurance: 
almost three of every four beneficiary couples owned their own homes—most of 
them free of mortgage—and the median equity in nonfarm homes for the home- 
owners is $8,360. 

It is important, in our opinion, to remember that the vast majority 
of our aged popul: ition is neither disabled by illness nor verging on 
bankruptcy. There are some who are, and the physicians of this 
country are determined to see that they get the best medical care avail- 
able. 

Let me make this point emphatically : 

Medical care is available to every man, woman, and child in the 
United States regardless of his or her ability to pay for it. 

That care is not now denied, nor will it be denied. 

Monsignor John O’Grady, who is secretary of the National Con- 
ference of Catholic Charities, made this point effectively at one of 
our regional conferences. He warned that too many workers in the 
field of aging are, in effect, not seeing the forest for the trees. By 
concentrating on the small minority of our aged who represent an 
extreme situation—medically, emotionally, socially, or economically— 
they are winding up with a distorted picture. 

They have magnified the problems of a minority segment to such 
an extent that their image of the total group has become blurred. 
They deduce, as a consequence, that most of our 15 million older 

Americans are in poor health, are living on the verge of an acute 
financial emergency. 

The health problems of the aged, Mr. Chairman, can only be solved 
within the context of total health. They involve far more than 
hospitals or a doctor’s care. They involve the older person’s other 
requirements in life whether these be housing, recreation, community 
understanding and acceptance, the right to be useful, the courtesy of 
being treated as individuals, or the opportunity of living as self- 
reliant, respected members of society. 


SEGREGATION OF AGED A SERIOUS PROBLEM 


But, if I were required to name the greatest problem faced by older 
persons today, I would state without hesitation that it is the problem 
of segregation—in employment, in the family, and in the community 
as a whole. 

Until the people of this country abandon their misconceptions about 
aging, this segregation will continue. And, as long as our older people 
are thrust aside by a society which insists upon placing the accent 
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on youth, a stream of lonely, idle, disheartened men and women will 
seek whatever emotional shelter they can find. 

Too often, the only shelter available to them is the hospital, the 
nursing home, or the public institution. 

Your second question concerns current methods of meeting health 
needs of older persons, including financing. 

I will discuss this question in relation to the minority of older 
people who are ill and whose impairment restricts normal activities. 
We should keep in mind that the majority is in good health. 


ACTIVITIES OF AMA COMMITTEE ON AGING 


Viewing this aspect from the activities by the AMA, State, and 
community medical societies, we know that much has been accom- 
plished i in recent years. Our AMA Committee on Aging and similar 
committees established by all of the State medical societies have been 
extremely active. These committees are working at all levels to meet 
the health and medical care requirements of older persons. Aging 
and other committees of medical societies have conducted, and are in 
the process of conducting, such programs as: 

(1) Campaigns to correct deficiencies in State and local assistance 
programs for the needy. 

(2) Leadership in construction of additional facilities for care 
of the aged, such as nursing homes. The American Medical As- 
sociation has cooperated with the American Nursing Home Associa- 
tion in conducting a study of nursing homes. The two associations 
jointly developed and approved ouides for medical standards in such 
facilities. These efforts toward higher standards have been simul- 
taneous with continuing liaison with the American Hospital Associ- 
ation and the Public Health Service. 

(3) Promotion of health maintenance programs, including specific 
‘ampaigns to encourage periodic physical checkups. 

(4) Stimulation of programs designed to permit the minority of 
older persons who are ill to remain in the beneficial environment of 
their homes. These programs include home care, homemaker services, 
in-the-home rehabilitation, and others which substantially reduce the 
cost of medical care. 

(5) Development of rehabilitative and restorative services to assist 
older persons toward fuller participation in life. 

(6) Creation of techniques to inform both patient and medical 
practitioner of the many medical and social services now available to 
the aged in their community. 

(7) Encouragement of the “progressive patient care” concept in 
hospitals. 

(8) Studies of the use of facilities by various age groups to develop 
more effective community priorities. 


STUDY ON MEDICAL CARE COSTS 


We are well aware that there has been a significant increase in the 
cost of health care in the last 50 years. In fact, the American Medical 
Association in February announced an initial grant of $10,000 to study 
health care costs in all their aspects, with resulting recommendations 
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which we hope will produce efficiencies and financial savings. Com- 
par ing medical care of today with that available 50 years ago, however, 
is like ¢ comparing the wheelbarrow with the modern car. 

Physicians themselves are doing what they can as individuals to 
soften medical expenses for persons over 65 with modest resources. 
Public welfare, religious, and fraternal programs and donated sery- 
ices by doctors provide care for the indigent. 

For the elderly with low family incomes, the AMA in December 1958, 
called on State medical societies and phy sicians to expedite the develop- 
ment of low-cost voluntary health insurance and prepayment pro- 
grams. Physicians were asked to accept reduced compensation for 
their services which would make such development possible. 

State medical societies and Blue Shield plans immediately responded 
tothe AMA request. At the present time, 39 plans in 36 States are of- 
fering nongroup coverage to persons over 65; 14 additional plans in 
8 States are completing arrangements for such programs. 

The health insurance industry is concurrently expanding coverage 
rapidly through special provisions for persons over 65. ‘There is in- 
dustrywide emphasis on (@) continuation of insurance of older work- 
ers under group plans, (6) continuation of group insurance on retired 
workers and dependents, (¢) conversions of group insurance to in- 
dividual coverage at retirement, (¢) individual policies purchased 
at advanced ages, and (e) insurance that becomes paid up at 65. 

In other words, I am saying that the problems of financing the 
health care of our older nonindigent suiehs comes closer and closer 
to solution each day through private insurance and prepayment plans. 

The solution to prov iding even better health care is being found by 
the efforts of private citizens, working together on a voluntary basis, 
at the community level. 

Tremendous progress is now being made by these people. Retire- 
ment villages are being built; so are new nursing homes and chronic 
disease centers. Home care programs are being expanded, recreational 
facilities are being set up, research programs are getting underway. 
And new approac hes, such as progressive patient care, are being used 
in ever-increasing numbers. 

The physician can and does provide health leadership within the 
community; the physician can and does work effectively to prevent 
ill health in his patients; the physician can and does treat and repair 
and cope with overt illnesses. 

But he cannot maintain the Nation’s health singlehanded. 

An older persen can be hospitalized in a mental institution, for 
example, and in due course be discharged as cured. But if that person 

sannot find a job after returning to society, if he cannot receive the 
emotional support he needs, if he cannot win a place of acceptance 
within his family, his circle of friends, or his community, that person 
will be institutionalized once more. 

As phy sicians, we try to keep our patients out of institutions and 
functioning in society. Our object is to help them lead lives as normal 
as possible. 

The rest is up to the realistic attitude with which friends, neighbors, 
families, employers, and communities contribute to the overall effort 
that must be made. 
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It is our conviction, Mr. Chairman, that this contribution is increas- 
ing every year, and that the time is not far off when our aged will no 
longer be isolated from the rest of our society. 

Senator McNamara. Thank you very much, Doctor. You have 
given us some very interesting information. I want to congratulate 
your organization on the regional conferences that you have been 
holding throughout the country for the past year or so. We are happy 
to know that the local members of your association are actively inter- 
ested in these problems, and we are beginning to see some results from 
these regional conferences you have been holding. 

I want to congratulate you very sincerely on this effort. I know 
it is a continuing effort and I think it does a great deal of good. 

Doctor, on page 3 of your statement, you “refer to the fact that only 
20 percent say that they are limited in their activity. The Public 
Health Service figures indicate that 43 percent of those people 65 
and over are limited in their activity. How do you account for such 
a wide spread ¢ 

Dr. Appen. The wide differential, as I see it, Mr. Chairman, lies in 
what is defined as limited in their activity. True, I am limited in a 
certain sense. There are certain things I cannot do, but I can still 
live a normal life. I still can do what, to my way of thinking, is 
performing normal activities. 

There are certain things I cannot do. I cannot be a cardiologist. 

Senator McNamara. You said their activities were limited and I 
was using your word. Does your associate have any comment ? 

Dr. Sreruer. I think on that point, Senator, this statement says 
that sickness to the degree that illness incapacitates them. I believe 
the figures that Dr. Porterfield presented were broader. In other 
words, any kind of disability not necessarily related to illness or 
sickness. 

Senator McNamara. That might well be the difference. 

On page 5 of your statement, Doctor, you point out that cost of 
living for older people is not as great as in previous years because their 
families have grown up, and their responsibilities have eased. But is 
it not a fact that medical costs and drugs become much increased at 
this point rather than decreased ? 

Dr. Arve... I have no figures that would support it. 

Senator McNamara. We have no definite figures but the testimony 
we have had gives every indication that that is so. 

I want to thank you gentlemen for being here. Your testimony is 
of great value to us. Thank you, too, for the cooperation we have had 
in the past. 

As has been pointed out, this is the third appearance of your organi- 
zation at the national level and we have had many of your people 
testify in our hearings throughout the country. We do appreciate 

the cooperation very much. 

Dr. Arrei. Thank you, sir. 

Senator Brunspate. I was very much interested in the testimony. 
It contains things that were heretofore not known. 

I want to thank the doctor for his statement. 

Senator McNamara. Thank you. Iam glad your statement appears 
in the record, Senator. 
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The editorial from today’s Washington Post, headed “Medical 
Charity,” will be inserted in the record at this point. 
(The editorial follows :) 


{From the Washington Post, Apr. 4, 1960] 
MeEpDICAL CHARITY 


The House Ways and Means Committee’s rejection of the Forand bill is a tes- 
timonial to the power of the American Medical Association as a lobby. But it 
is hardly a testimonial to the vision and understanding of the medical profes- 
sion as represented by the AMA. Doctors generally have been magnificently 
generous in giving of their time and skill to the care of patients unable to pay. 
No doubt there is substantial truth to the assertion made the other day by the 
president of the AMA that “there is no one in this Nation who needs to go 
without proper medical care for any reason.” He added, however, that some 
persons may be unaware of the profession's willingness to give free treatment 
to indigents “or may be too proud to ask for it.” 

That kind of pride has long been an American characteristic. And it is 
hardly “sccialistic’ for Americans to want to be able to pay their own way for 
medical care in their old age by contributing through taxes to an insurance 
program during their wage-earning years. 

Apart from pride, there is another kind of uneasiness attached to medical 
charity. Many doctors adjust their fees to the financial abilities of their 
patients, charging the rich more than the poor. This seems altogether fair 
and reasonable on the theory that the former can afford to pay more than the 
latter. But the poor sometimes wonder if they get equal treatment. Consider 
the implications of the following statement attacking “socialized medicine” by 
Dr. Darrell Campbell, president of the Washtenaw County (Mich.) Medical 
Society, quoted in the Michigan Journalist: 

“Fee setting is an important part of the doctor-patient relationship, though 
many people are questioning it now. The principle a doctor uses in determining 
his fee is the same one used by lawyers and real estate salesmen, and no one 
is questioning their use of it. Briefly, it is that when a doctor treats a more 
wealthy person, a substantial and contributing member of the community, he is 
assuming a great deal of responsibility and therefore is entitled to a greater re- 
ward for his service.” 

It is hardly “socialistic” for older persons to want a doctor to feel that he is 
assuming a great deal of responsibility when he takes care of them—and that 
he will receive a fair fee for doing so. 


Senator McNamara. Now we have apparently little time left in 
this session but we have two people we would like very much to hear 
from, Mrs. Ellen Karess and Mrs. Louise Stern, two senior citizens. 
Will you come up to the microphone ? 


STATEMENT OF MRS. LOUISE W. STERN, PRESIDENT, GOLDEN AGE 
GROUP 


Senator McNamara. I understand you have some testimony that 
will be of interest and helpful to the committee. Will you go ahead 
and state them in your own way ? 

Mrs. Stern. Many of the points I was going to raise will already 
be covered and I do not want to be repetitious but there are a few 
things I would like to bring out. 

When they talk about home care they do not realize what we are 
doing to our young people if we live in their home and there is ill- 
ness. Iam going to be very personal and cite my own position. 

I am living with my daughter, who is a widow, has two young 
daughters whom she is sending through college, and my sister who, 
at the present time, is 87 years old. Sister insisted upon a cataract 
operation which was not successful. We had her in the hospital for 
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2 weeks at an expense of $140 a week for her room and three nurses 
around the clock at $19 a day because the hospital in which she was 
did not want undergraduate nurses. 

We brought her home at the end of 2 weeks, We have had a day 
practical nurse at $12 a day. She comes in at 9 and leaves at 5:30, 
which means that the night care is divided between my daughter and 
myself. 

‘My daughter has a very responsible position. She goes downtown 
in the morning and she certainly is not fit for her job. 

So I do not think that is going to work out at all. I think what 
we need are excellent nursing homes where they are getting proper 

care and where when the patient rings a bell, the bell is taken aw ay 
fromthem. I haveany number of instances of that kind. 

I think that we have to consider our young people, too, who are 
struggling so hard to save enough to be able to educate their chil- 
dren and still have the responsibility of the older people. 

There is a huge segment, I do not know how many hundreds of 
thousands, who are not under social security. If they want aid of 
any kind they have to declare that they have not any money. If 
they have $200 in the bank they are not eligible. In these days, I 
want to know how they manage with the inflation, the price of ‘food 
and of lodging, to live and have decent accomodations. 

I also wanted to speak on the insurance problem. I know of a 
case where the woman had a cataract operation and because they 
found out that she had some years ago a diagnosis of diverticula and 
her insurance policy had been canceled. 

This happens again and again with the people with whom I come 
in contact. 

I happen to be president of a Golden Age group of 460 members. 
I have been president for 8 years. And the stories you hear there 
would make your hair stand on end. 

I think the time has come when we who have been fortunate enough 
and God has granted us extended life should be able to live so we can 
respect ourselves and have others respect us. Many of us have the 
mentality that we could keep jobs but, of course, our age limit does 
not permit that. I myself am 77 and I feel that I could hold down 
a job if I had one. 

Senator McNamara. Thank you very much. Certainly we hear 
more and more of households such as yours where we have three gen- 
erations living together. Actually, you have three generations. 

Mrs. Stern. We have three generations. Sister is 87; Iam 77, and 
my daughter i is 48 and she had the two girls, one 17 and one 19. She 
was widowed in the Second World War. 

Senator McNamara. Thank you very much. 

Mrs. Ellen Karess, we will be glad to hear from you. 


STATEMENT OF MRS. ELLEN KARESS 


Mrs. Karess. I have been working in the hotels, and thank the Lord 
I am blessed with $74 a month. Iam very thankful for that. I was 
paying rent at one place for $11 a week on one room and no bath, so 
I hunted around and found a nice place with a private bath and a 
room, and with my electricity and my phone, for $50 a month. 
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The only place in Washington. After that I get $24 left. So I dip 
into the bank every month. I have been retired 8 years. Of course, 
my money is going down in those 8 years. 

Senator McNamara. You indicate you have less than $6 a week to 
spend for food and other costs after you pay your rent from your $74 
income ¢ 

Mrs. Karess. That is right. That is not enough. The money that 
I pay out in my food is $32 to $34 a month. 

Senator McNamara. Do you have any hospitalization or medical 
insurance of any kind? 

Mrs. Karess. I do not have any hospitalization. 

Senator McNamara. You have no medical insurance ? 

Mrs. Karess. No, not of any kind. 

Senator McNamara. Thank you very much, ladies. 

Mrs. Karess. I am in need of medical care. I paid out $77 for 
special treatments. I needed more treatments but I couldn’t afford 
them. I have to budget myself with what I got left in the bank. 

Senator McNamara. Senator Randolph, do you have any questions? 

Senator Ranpoten. Thank you, Mr. Chairman. Mrs. Karess, you 
spoke of your employment in hotels. 

Mrs. Karess. Yes. 

Senator Ranpoteu. How many hours do you work a day and how 
many days a week ? 

Mrs. Karess. I work 5daysa week. Waitaminute. At that time? 

Senator McNamara. Do I understand you have been retired for 8 
years. 

Mrs. Karess. I had 1 day off and half a day on Sundays. Five 
days a week and half a day on Sunday. 

Senator McNamara. I understand that you have been retired. You 
do not have this job now ¢ 

Mrs. Karess. Oh, no. 

Senator McNamara. You have been retired for 8 ye 

Mrs. Karess. My hand went through the washing machine. 

Senator McNamara. Senator Brunsdale, do you have and questions 
or comments ¢ 

Senator Brunspate. No; thank you. 

Senator McNamara. Thank you very much, ladies. We are very 
glad to have your testimony for the record. 

Since we have reached the hour of 5 minutes to 12, and the Senate 
convenes at 12 o’clock, we do have a couple of other witnesses we would 
like to hear from, but we will just have to hear from them at a later 
hearing. We will thank everybody for their cooperation. We will 
be gl: 1d to have you come back again. Thank you very much. 

(At 11:55 a.m. the subcommitte adjourned until 10 a.m., Tuesday, 
April 5, 1960.) 
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TUESDAY, APRIL 5, 1960 


U.S. SENATE, 
SUBCOMMITTEE ON 
ProBLEMS OF THE AGED AND AGING, 
COMMITTEE ON Lapor AND PuBLIC WELFARE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to recess, in room 4232, 
Senate Office Building, Senator Pat McNamara (chairman of the 
subcommittee) presiding. 

Present: Senators McNamara (presiding), and Brunsdale. 

Subcommittee staff members present: Sidney Spector, staff director ; 
Harold Sheppard, research director. 

Committee staff members present: Stewart E. McClure, chief clerk; 
Robert W. Barclay, professional staff member; Raymond Hurley and 
G. F. Randolph, minority professional staff memebrs. 

Senator McNamara. The subcommittee will come to order. 

The first witness this morning will be former Congressman Jerry 
Voorhis. 

Good morning, Congressman. We are glad to have you here. 

Mr. Vooruis. Thank you, Senator. I appreciate being asked to 
come, 

Senator McNamara. You may proceed in your own manner. 


STATEMENT OF JERRY VOORHIS, EXECUTIVE SECRETARY, GROUP 
HEALTH ASSOCIATION OF AMERICA 


Mr. Vooruis. It has been suggested that rather than my reading my 
statement, you would prefer, that I try to summarize it and just give 
some of the high points in it. 

Would you tn have me do that ? 

Senator McNamara. That will suit us fine, if that is your wish. We 
will have your complete statement published in the record. You may 
proceed in your own way. 

Mr. Vooruis. I will go through it, but I will not read every word. 

I am here as executive secretary of the Group Health Association of 
America, which is a federation of voluntary health plans, some of 
them insurance plans, most of them direct service plans, and indi- 
viduals who are concerned with trying to rationalize the organiza- 
tion and methods of payment for medical care in the country and to 
try to bring it into a position where it can be maintaining health 
instead of just curing sickness. 

There are four things that we work for. One of them is prepay- 
ment, which is pretty well accepted nowadays, I think. Another one 
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is group practice, which we conceive as the only way in which the 
highly specialized medical profession can, either itself, effectively 
practice, or through which people generally can have the benefit of 
the wonders of modern medical care. 

The third is comprehensive care, by which we mean that we think 
it is a mistake just to try to take care of people after they are sick 
enough to go to the hospit: al, or maybe not sick enough to go, but they 
eo anyway. We think it makes much more sense to try to provide 
people witha prepaid means of having their health needs taken care 
of from day to day in order to keep them out of the hospital as 
much as possible. 

The fourth thing we work for is the right of the people to organize 
health plans, which is sometimes questioned, even forbidden under 
some State laws. But people should have a right to try to solve their 
problem in this field the same as they do in others. 

The fifth principle is that there should be no interference by lay- 
men in the professional practice of medicine. 

These plans, whether or not they are members of the Group Health 
Association, have universally tried to take care of the health needs of 
older people. They have tried very hard. They run into some 
serious problems, the principal two of which are rather simple to 
state and tragic to contemplate. 

The first one is that older people have less income than the rest of 
the population. The second one is that they need more health care, 
and particularly do they need more expensive health care than the 
rest of the population. 

When you put these two things together, what it means is that unless 
a voluntary health plan has the advantage of a large health and 
welfare fund, which has been built up over a period of years, and 
to which industry as well as labor contributes, such a plan will have 
to charge the rest of the people in the plan enough to cover the cost 
of taking care of the older people. 

Even if you do that, it is pretty difficult for the older people in 
most cases to pay even that kind of a bill. But the basic objection to 
doing this is that what we try to do through these plans is to keep 
the cost of comprehensive care low enough so that the average family, 
even the families in the lower income brackets—not the lowest ones, 
but in some of the lower ones—can actually afford comprehensive 
care. And, of course, they can, if they spend as much money as they 
spend on the average now. 

The average American family spends pretty close to $300 a year 
on medical care, mostly in a hit and miss manner, paying fees for 
service and buying drugs at exorbitant prices, and so on; whereas, 
for consider: ably less than that, and I mean around $250 or so, a family 
of unlimited size can have absolutely comprehensive care through any 
of the best of the prepayment plans. 

The problem is the low income of older people plus the cost of their 
care. So we would take the position that while voluntary health 
plans of every sort should do and are doing, we think, everything they 
possibly can to provide protection for the health of our older citizens, 
it is probably impossible for them to do this in any adequate way 
without assumption of at least a portion of the financial responsibility 
by some governmental unit, Federal, State, or local. 
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We further believe that the best though not the only way in which 
this responsibility can be discharged is by providing orderly financial 
assistance to voluntary health plans, or to individuals, which would 
enable those plans to provide full coverage and benefits to the older 
people in their community without penalty against the rest of the 
population in the subscriber group. 

And, of course, being translated, that means that we think that the 
social security system is probably the best way to do this, and that 
we feel out of our experience in spearheading the voluntary health 
plan movement, that something has to be done because otherwise the 
plans have just got to drop wo older people or hope they will all get 
rich, or else they have to penalize the rest of their subscribers to such 
an extent that they cannot keep the cost within range of the average 
family’ Ss ability to pay. This they do not want to h: ippen. 

So we think something has to be done. We think that, whereas it 
has certain inadequacies, that the Forand bill is certainly a step in the 
right direction. We would think it could be improved in some re- 
spects. 

SURVEY OF HEALTH INSURANCE PLANS 


We made a survey which I submitted to the committee. I do not 
know whether you want me to go through it or not. It was not a 
comprehensive survey in that it covered all of the plans in the country, 
but it was a represent: ative survey, we are sure, and dealt with all of 
the different kinds of plans, including plans set up out of labor union 
health and welfare funds, and purely cooperative plans, started on 
the initiative of people in communities, small rural plans as well as 
great, big-city ones, communitywide plans, like the Health Insurance 
Plan of Greater New York. 

These facts that I have mentioned are borne out by this study. I 
believe I am right that 3 out of every 5 people who are 65 years 
of age and over have a gross income of around $1,000 a year, not much 
more than that anyway, and on the other hand, we find that, for in- 
stance, the miners’ fund has discovered that if you take people of all 
ages, they require 150 instances of hospitaliz: ition per 1,000 people, 
whereas, the group from 60 to 74 require 292 cases of hospitalization 
and the group of 75 and over require 371, hospitalization being the 
most expensive kind of medical care. 

The more hospitalization you have, the worse off you are, costwise, 
and the less hospitalization you have, the better off you are, costwise. 

The cost of care for people over 65 is substantially higher than that 
for younger people. This is universally borne out. For instance, the 
Health Insurance Plan of Greater New York has 3.8 percent of its 
enrollment over 65. They find that the number of physicians’ visits 
per person per year is 4.8 for all ages and 6.7 for the people over 65. 

The question may be asked, “Why do they only have 3.8 of the peo- 
ple over 65; whereas, other plans, ‘for example, have a much higher 
percentage than that ?” 

I have a report on one here that has 31 percent of its people that are 
over 60, not 65. They simply have to revamp their whole program 
because they cannot afford it. They are going to go broke if they do 
not. 
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That is a very good plan and one that has gotten itself in this posi- 
tion precisely because it is trying to meet the need. That is why they 
have donethis. But they simply ¢ annot go on. 

The reason why I think HIP has a lower percentage of people is 
that because after they reached the age of 65, they are ‘retired and no 
longer a member of an employed group. HIP, of course, offers con- 
tinued coverage as long as they live, but they have to pay the whole 
premium themselves, and very few of them can do it, so a consider- 
able percentage of them drop out for purely financial reasons. 

These plans try very hard to continue to take care of people after 
they reach 65 as they did before, and most of themdo. Ina tow cases 
they will charge the same premium but. cut out certain benefits. 

For example, one plan charges the same premium to people of ad- 
vanced age, but does not give them hospitalization. It gives them 
everything else. Other adjustments of this kind are made. But by 
and large, the plans will continue people in coverage beyond the age 
of 60 or 65 as the case may be, provided they can dig up the money to 
pay the premiums. 

Yet there remains the very great and utterly unsolved problem of 
what to do about people w ho are already beyond 60 or 65, as the 

‘ase Varies in certain plans; what are we going to do about them when 
they want to originally enroll in a plan or “get insurance or some- 
thing? 

As your committee knows better than anyone else in the country, 
those people just haven’t much of any place to go. Obviously, a vol- 
untary health plan trying to provide comprehensive care to families 
of reasonable income on their own head of steam and through their 
own financing, and with their paying the whole way themselves, plans 
like that simply cannot undertake to ) enroll people beyond 60 or 65 and 
stay in business. because they would get all of them and they would 
have great difficulty in paying the costs. 

If they charged the older people what it really costs on a merit rat- 
ing basis, you might say, for their care, hardly any of them could af- 
ford it. Tt can be said, therefore, that the group practice prepayment 
health plans do provide a substantial part to the answer to the health 

care problems of our older people, but only where these same people 

belong to an enrolled group or to a labor union whose health and wel- 
fare fund is large enough to pay for care of retired as well as work- 
ing members or where the individual in question has enrolled in the 
plan at a younger age. 

Where they have been enrolled for a long time, of course, then it is 
all right, because they will continue to carry them; whereas, it is a 
financial drain, the plans do meet it one way or another, despite some 
astronomical figures on the greater amount of care that they need. 

But this is really the social security principle in a way. I mean, 
what the social security system says is that we have to build up during 
younger years to take care of ourselves after we get older. So once 
again vit does not seem to us very illogical to use that system as a means 
of meeting what we think is a very outstanding problem. 

Since I prepared my statement, some other things have come to my 
attention, one of them a paper by Dr. Goldmann, who probably knows 
as much about this particular subject as anybody i in the country, a 
former professor at the Harvard School of Public Health. 
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This is in the magazine Geriatrics. What this says is that for all the 
people who remain in the hospital 30 days or more—this is a study of 
long-stay patients—half of them are over 65, half of them. There is : 
lot more, but that is the main thing. 

Here we have from the Health Information Foundation a table show- 
ing that in 1957 and 1958, pee 65 and over spent $177, on the aver- 
age, per person. People 55 to 64 spent $129 each and so on down the 

ine. These are personal consumption expenditures for health 

Mr. Chairman, that is about the sum and substance of what is in my 
statement. I think I can quit now, if you would like to have me do so. 

(The prepared statement of Mr. Voorhis follows :) 


PREPARED STATEMENT OF JERRY VOORHIS, EXECUTIVE SECRETARY, Group HEALTH 
ASSOCIATION OF AMERICA 


The Group Health Association of America is devoted to the better health of 
the people of the United States and Canada. It seeks to provide stimulation 
and assistance to groups of people and organizations in developing programs 
for the betterment of their health, for bringing about greater accessibility for 
the group to the best quality medical care and to enable the people to pay for 
such care in an orderly manner and at cost they can afford. Experience has 
show that these objectives can almost certainly best be achieved where five ele- 
ments are present in such plan or organization. They are: 

(1) Prepayment of cost by members of the group or organization on a regular, 
orderly, budgetable basis. 

2) Group practice among physicians and professional personnel. 

(3) Comprehensive care through direct service from professional group or 
comprehensive coverage through insurance payments plus agreement from doc- 
tors to limit their maximum charges for services rendered to the amount of the 
insurance indemnity. 

(4) Initiative by the people as consumers in the development of such plans 
and programs and control of the economic aspects of such plans by the consumers 
es or in their interest by their representatives. 

(5) No interference in professional matters by any laymen. 

It is consequently clear that the field in which our organization endeavors 
to contribute to the solution of some of the problems of our aging population is 
the field of their health. We endeavor to do this through inclusion of the aging 
people in the benefits flowing from health plans and programs such as described 
above. 

This is no easy task. And for the following reasons: 

(1) Aging people, particularly those beyond the regular retirement age have 
income substantially less than the population as a whole. 

(2) On the other hand, the needs and requirements of people beyond age 65 
and even those beyond 60 for health and medical care are substantially greater 
than those for other age groups in the population. 

(3) Since the vast majority of our older people are, in fact, retired, they do 
not have present employers who can share with them the cost of either health 
insurance or one of the better and more direct and comprehensive ways of pro- 
tecting their health. 

Practically all of these plans welcome the continuance of their coverage by 
people in the older years, but at the date of retirement, the entire cost of such 
continued coverage shifts on the shoulder of the older person himself whereas 
prior to that time, a half or more of such cost was paid in many cases by em- 
ployer contributions. 

Even where the older person is able to continue the payment of the premiums 
required, the plan as a whole finds universally that the cost of the benefits pro- 
vided to the older people runs far out of proportion to those provided for other 
age groups. Consequently, the subscription or premium charges to other per- 
sons engaged in any voluntary insurance or direct service health plan must be 
increased to the extent that older people are included among its subscribers. 
This weighting of the premiums obviously would become exorbitant if the plan 
attempted to carry the older people under its coverage at cost which they could 
properly afford out of their own resources. 
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In short, What older people need is more health care at less cost than the rest 
of the population needs or is able to pay for. 

Some of the labor plans have been able to accumulate reserves and to secure 
bargaining agreement which makes it possible to continue in coverage retired 
people for 1 or 2 years after the retirement age. Some other plans continue 
them at the same premium but provide reduced or restricted benefits to the older 
people. Still others have endeavored to provide at reduced premiums a kind 
of minimum program of health protection. 

Therefore, our organization would take the position that while voluntary health 
plans of every sort should do everything possible to provide protection for the 
health of our older citizens, it is probably impossible for them to do this in any 
adequate way without assumption of at least a portion of the financial responsi- 
bility by some governmental unit, Federal, State, or local. We furthermore be- 
lieve, however, that the best, though not the only way in which this responsi- 
bility can be discharged is by providing orderly financial assistance to voluntary 
health plans which would enable those plans to continue full coverage and 
benefits to the older people in their group or community without penalty against 
the rest of the population in their subscriber group. 

The testimony which we are submitting to the committee today is based upon 
the experience of various types of group health plans which are either members 
of GHAA or with which our organization maintains close relationships. 

It must be borne in mind that our survey is far from comprehensive—even as 
to our own member plans, let alone the even larger number of group health 
plans of many kinds which are now operating throughout the United States. 
We do believe, however, that our survey includes a valid cross section of the 
different kinds of voluntary group practice health care plans in the country and 
that it reflects the experience of most of them with fair accuracy. 

The survey includes two comparatively small rural health plans each with less 
than 1,000 subscribers; two voluntary organized groups of consumers purchasing 
comprehensive services from Kaiser Foundation health plan; a plan which in- 
cludes in its voluntary enrolled membership most of the population of a small 
northern industrial city and its environs; one of the two largest communitywide 
direct service, prepayment group health plans in the United States, operating in 


our largest city; two other somewhat similar comprehensive direct service plans 
operating in large metropolitan areas: the largest labor union health and welfare 
program in the country, operating nationwide for all members of the United 
Mine Workers of America and their dependents; the only significant multiunion 
health center service plan in the country: and a typical single union health 
center plan, servicing all members and dependents of one local union. 


rwO BASIC FACTS 


It is a fact that older people have incomes much smaller than those of the 
population as a whole. Income of the average couple on social security is only 
about $1,440 a year. And the entire population 65 years of age and over prob- 
ably has per capita income considerably less than half that of the population in 
the normal working years. Three out of every five people 65 years of age and 
over have gross incomes less than $1,000 a year. Coupled with this is the fact, 
borne out by our survey, that the needs of older people for medical care are 
greater than those of younger ones—and hence more costly. A 1953 survey of 
hospitalization of people covered by the miners fund showed that whereas people 
of all ages required 150 instances of hospitalization per 1,000, the group 60 to 
74 years of age required 292 cases of hospitlaization and the group over 75 re- 
quired 371. 

All the evidence leads to the conclusion that costs of care for people over 65 
(or 60) are substantially higher than those for younger people. The Amalga- 
mated Laundry Workers health center plant in New York City reports, again not 
exact statistics, but states that experience has shown the cost of prescription 
drugs for retired union members and their dependents to be “much higher” than 
for working members. Further, whereas retired members constitute only 3 
percent of the enrollees, they account for 5 percent of the utilization of the serv- 
ices of the health center. 

Important evidence comes from Health Insurance Plan of Greater New York, 
one of the largest of all prepayment group practice plans in the United States, 
with about 530,000 persons enrolled on June 30, 1958. Of these 20,000 or 3.8 per- 
cent were over age 65. The number of physicians visits per person per year was 
4.8 for all ages; but was 6.7 per person per year for those 65 years of age and over. 
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The experience of Group Health Association of Washington, D.C., with respect 
to hospital utilization and cost shows that for people over 60 years of age, com- 
prising 6 percent of total enrollment, the average hospital episode extended twice 
as long and cost more than twice as much as Was the case with the total enroll- 
ment of 22,899 persons. The number of hospital admissions per 100 enrollees 
was 0.6 for all ages and 8 for the group over 60. Number of hospital days per 
100 enrollees was 4.8 for all ages and 74.7 per 100 enrollees over age 60. And 
average length of stay was 6.6 days for all ages and 14.1 days for those over 60. 

Unfortunately, a number of the plans surveyed have not kept statistics on 
utilization and cost of care broken down by age groups. But when asked what 
they considered to be the key problem connected with health care for older people, 
every single plan which answered stated, with variations of course as to exact 
wording, that it is the inability of older people to pay the cost of the much greater 
amount of medical care and hospitalization needed by them. 


PRACTICES OF PLANS RESPECTING OLDER GROUP 


In general, it is found that direct service group health care plans continue 
coverage and benefits for people after they pass retirement age whenever they 
have been enrolled before that age. This is done despite the obvious fact that 
cost of care of this group must be to a degree subsidized either by requiring 
larger monthly payments from younger subscribers than would otherwise be 
necessary, or else by taking more per capita out of a health and welfare fund 
for the care of the older people. The Miners’ nationwide plan, and the Laundry 
Workers’ New York local union health center, and the A.F. of L. Medical Service 
multiunion plan of Philadelphia—all three provide exactly the same services and 
benefits to retired people as to those still working. Obviously, this is paid for 
out of the health and welfare funds which are the source of payment for the 
services in all three cases. Perhaps it is unnecessary to point out the obvious 
fact that the very use of the word “retired” in these cases implies that the 
people were enrolled during their working years. The unions have simply 
adopted the policy of spreading the use of the funds to cover their older and 
retired members. This gives point to comment made by two plans to the effect 
that a partial answer to the problem of health care for older people is to be 
found in getting people into prepayment plans before they reach retirement 
age and then in applying the insurance principle of paying during working 
years for one’s own needs in the years after retirement. 

The plans not having the benefit of health and welfare funds provided by 
industries have a harder time. In such cases, the premiums or membership 
dues paid by all subscribers have to be “loaded” sufficiently to pay the higher 
cost of care for the older group. In most cases, such as the small rural plans 
at Deer Park, Wash., and Hoopa, Calif.. Community Health Center of Two 
Harbors, Minn., the San Diego Health Association, and Group Health Associ- 
ation of Washington, D.C., enrollees reaching age 60 or 65 continue to receive 
the same benefits and for the same premium charges as was the case before. 
One of the groups purchasing for itself Kaiser Foundation health plan coverage 
reports that it must pay increased monthly dues for any of its members after 
they reach age 65, but without any reduction in benefits. 

Health Insurance Plan of Greater New York, which has no individual enroll- 
ment but only group enrollment continues to provide full benefits for all sub- 
secribers regardless of age so long as they remain members of an employed 
group. At the point of retirement, any such person may convert to individual 
coverage if he desires and is able to do so. If he does he receives such cover- 
age at the same premium rates and for the same benefits as before. But the 
problem is that in most cases the employer's contribution of at least 50 percent 
and frequently more of the premium cost—ceases upon retirement of the worker. 
And the individual must start to pay the entire premium himself. Many do 
so. But. apparently, a somewhat larger number do not, although exact statis- 
tics on this point are lacking. It may be pertinent evidence of the importance 
of the financial problem involved in HIP conversion that only 3.8 percent of 
HIP enrollees are over 65, compared to 5.8 percent at A.F. of L. Medical Service 
plan, 16.6 percent at Two Harbors Health Center, 8 percent at San Diego, and 
6 percent at Washington, D.C. Group Health Association. 

When it ‘comes to original enrollment of people who have reached retirement 
age, the situation is a different one. Whereas the plans generally continue to 
provide full service beyond the retirement age for those already enrolled, few 
of them find it possible to open their rolls to new enrollees of more than 60 or 
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65 years of age without imposing restrictions on benefits or requiring increased 
premiums. One plan, the new small rural plan at Hoopa, Calif., has no age 
restrictions whatever on entry into its membership. Neither, however, does it 
have any utilization figures whereby it can judge what effect this policy is 
having. The groups subscribing for Kaiser Foundation health plan coverage 
may not enroll anyone who is over 60 years of age. The Tri-County Hospital 
Association, of Deer Park, Wash., will enroll on one who is beyond age 65. 
Community Health Center, of Two Harbors, Minn., a plan which includes in its 
membership about two-thirds of the population of that small city and 16.6 percent 
of whose subscribers are beyond the age of 65, does not enroll anyone who 
is over 65. 

San Diego Health Association, with 16,000 persons covered, does accept new 
enrollees who are over 65, but while charging them the same premium, ex- 
cludes them from hospital coverage. Similarly, Group Health Association of 
Washington, D.C., does enroll new people in the older age group but excludes 
both hospitalization and surgery for anyone newly enrolled who is more than 
60. In this way, the San Diego plan and the Washington, D.C., plan, in effect 
are charging higher premiums to newly enrolled older people and in this way 
equalizing the cost of care for all groups and avoiding the necessity of loading 
the premiums of the younger members. 

In the case of Health Insurance Plan of Greater New York, people beyond 65 
(or any other age) are accepted for enrollment but only if they are members 
of a group which is enrolled. In fact HIP does not accept any enrollments 
except group enrollments. 

Thus it becomes quite clear that despite their desire to meet the health care 
needs of older people, the direct service, voluntary, prepayment group health 
care plans find it actually impossible to do very much for people beyond 65— 
or even beyond 60—unless they have been first enrolled at a younger age. The 
reason is quite obvious. To open their membership to older people would require 
so heavy a loading of premiums for all subscribers that all except the upper 
income groups would be excluded from participation at all in such plans. 

Lack of financial resources either in the pockets of the older people or in the cof- 
fers of the plans to meet the high cost of adequate medical care for older 
people is thus seen as the key problem. 

The final question is: To what extent do the voluntary prepayment group 
practice plans actually meet the total needs of older people who are covered 
by them for health and medical care? 

The answer to that question depends, obviously, on the comprehensiveness of 
the services provided by each plan. In the case of the two single-city labor plans 
the answer is “All diagnostic and ambulatory care which a modern health 
center can provide.” One of the plans comments, however, that the retired 
members simply don’t have resources to pay for other services needed even when 
they receive without charge all the health center services. The Miners program 
provides practically all kinds of care except “routine home and office care of 
the doctor.” Health Insurance Plan of Greater New York, Group Health As- 
sociation of Washington, D.C., the Kaiser plan groups, and the Two Harbors, 
Minn., plan provide “comprehensive” care which can rightfully be described as 
about 85 to 90 percent of all health care needs. The smaller rural plans gen- 
erally provide all types of care, including hospitalization, which their small 
professional staff can provide. 

It egn be said, therefore, that the voluntary prepayment, direct service, group 
practice health plans do provide a substantial part of the answer to the health 
care problems of our older people, but only where these same people belong to an 
enrolled group, or to a labor union whose health and welfare fund is large 
enough to pay for care for retired as well as working members, or where the 
individual in question has enrolled in the plan at a younger age. 

To meet the problem, generally, it is still evident that resources beyond those 
available either to the plans or the people over 65 (or even 60) must be made 
available from some source. Application of the insurance principle would seem 
logical. And use of the social security system as a convenient vehicle certainly 
recommends itself. 

In general, our organization has been forced to the conclusion that participa- 
tion by the Federal Government through the social security program and as a 
result of the passage of legislation along the general lines of the Forand bill 
is probably necessary if the needs for health care of the aging population are 
te be met in any adequate way. 
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This conclusion has not been lightly reached. It results from experience of 
organizations active in the health field, many of them among our own member- 
ship, in attempting to provide by means of resources voluntarily provided for 
adequate protection of the health of the aging people. 

Senator McNamara. Thank you very much, Congressman. We 
are very glad to have your testimony. I am sure it will be very help- 
ful to us. 

You say that your organization tries to take care of the health 
needs of people over 65, or the older people. What percentage of the 
over-65 age do you take care of under your plan ? 

Mr. Vooruis. Do you mean in the whole country ? 

Senator McNamara. Well, in your plan. Is it nationwide? 

Mr. Vooruts. Senator, I should have explained that better than I 
did. The Group Health Association of America is a federation of 
voluntary health plans, including, for example, Group Health Asso- 
ciation of Washington, D.C., the Health Insurance Plan of Greater 
New York, the Group Health C ooperative of Puget Sound, Two Har- 
bors Community Health Association in Two Harbors, "Minn. .» the 
Group Health Association in St. Paul, Minn., the Labor Health Insti- 
tute in St. Louis, the AFL Medical "Services plan in Philadelphia, 
Union Health Services in Chicago, and so on. 

Senator McNamara. So you are a federation, instead, which is 
nationwide? 

Mr. Vooruis. We are a federation, but we do not give people medi- 
cine. What we dois try to represent the plans which do that. We try 
to do a job of helping to improve the operations of these plans, of 
getting public understanding of what they are doing, doing an educa- 
tional job, a research job, and things like that. 

But it is not one nationwide plan. What I said was that the 
different plans involved try their best to take care of the older people. 
In the case of one or two of the labor plans, they have succeeded now 
in keeping people on for 2 years after retirement, with full benefits, 
and they are covering them under their health ‘and welfare fund, 
even though nothing is being paid in. But this is not enough, of 
course. 

Senator McNamara. In your experience, they take care of compara- 
tively few people over 65, then; is that right? 

Mr. Vooruts. Comp: wratively few, if you are talking about the pop- 
ulation of the country as a whole; yes, sir. 

Senator McNamara. I am talking about the population over 65. 

Mr. Vooruis. Yes, sir; very few, compared to the total population. 
But compared to the number of people who are covered in these plans, 
I would say they do a pretty good job of continuing to carry people 
who were in the plan before. They do, however, have a ieablies at 
age 65 where it is a group enrollment plan. They have the problem 
that the older people have to carry the whole premium after 65 instead 
of only half or even less of it, as they did before. 


PRIVATE INSURANCE MEETING THE NEED? 


Senator McNamara. It seems that there are more and more private 
insurance companise offering plans to senior citizens now. Have you 
had an opportunity to study some of these plans ? 

Mr. Voornts. Some of them. 

Senator McNamara. Have you any idea how successful they are? 
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Mr. Voornis. I would guess that some of them I have seen ought 
to be financially suce ‘essful for the insurance companies and very un- 
successful from the point of view of the people who buy the insurance. 

That is too broad a statement, and I do not mean to imply that I 
think the insurance companies are not trying. I think they probably 
are trving. But this is a very difficult field. The policies that I do 
know a little bit about, that I have studied, have so many exclusions, 
actually, and such provisions for cancellation, and so on and so forth, 
that T think there are few of them, let me say, that are too much help. 

I agree they are trying to do it, but I just wonder whether they can, 
at costs that these older people can afford. If you are running an in- 
surance company, you have to get your money out of premiums to 
cover your claims either from the group covered, or out of the rest 
of your policyholders. 

I just think that they are going to have a very hard time to write a 
policy that is going to help the older people, that they can afford. 

There is one other thing about indemnity insurance. That is that 
they confine these policies usually to hospitalized illness. Dr. Gold- 
man’s study points this out, that one-third of all the people who were 
in these long stays in the hospital should not have been there. They 
need not have been in the hospital. 

Why were they there? In some cases, this is the only way they 
could collect on the insurance policies they had. It only covered hos- 
pitalized illness, and only doctor’s care if they are in the hospital. 
What doyvoudo? Y -_ go to the hospital. 

We think that is backward. We think what you have to do is to 
cover people under some kind of a plan so that you can keep them out 
of the hospital and care for them so they will not have to go to the 
hospital in the first place. 

Admittedly, with older people this is harder than with the rest of 
the population. I know that. They need more hospitalization than 
the younger people. But I think that the whole business of insurance 
that is based exclusively upon hospitalization has caused an over- 
utilization of hospitals and has increased medical costs thereby, be- 

cause hospital costs have risen considerably faster than other costs. 

Senator McNamara. You think there is very little hope of the pri- 

vate insurance companies doing the job that has to be done in this 
area: isthat correct? 

Mr. Voornts. Tam sort ry ; did not understand you, Senator. 

Senator McNamara. You think there is very little chance of the 
private insurance company being able to do the job that needs to be 
done’ in view of the comparatively small income of people in this 65 
and over age bracket ? 

Mr. Voornts. Yes, sir; I think there is very little chance of their 
being able to do it. 


FEDERAL-STATE GRANTS 


Senator McNamara. What do you think of the plan that has been 
suggested by some people of grants to the States to pay premiums to 
insurance companies for the low-income, elderly people? There have 
been some plans proposed along those lines. Of course, they would 
requires means tests to start with. 


Mr. Voornts. Well, then you get into all the business of a means 
test. 
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I would not say I thought this was wrong, Senator, but I would 
point out once again that if all you are going to do is to give these 
people some money and let them pay a premium to an insurance 
company which, in turn, is going to pay them cash indemnity benefits, 
you have no control over how much the people are going to be charged. 

If it is purely hospitalization, they have to go to the hospital to 
get the benefits, and we would, of course, much prefer to see such 
money spent to pay for those people’s enrollment in service plans 
where they could get medical care when they needed it, and where 
they would be sent to the hospital when they have to go to the hospital, 
but where they would not be sent to the hospital if they could be t aken 
care of just as well by a call on the doctor. 

We think this would conserve the money better and would provide 
some control over the quality of care that they were getting. We 
would hope that whatever is done, that the voluntary service plans 
would be able to have a part in it and have a chance to show what 
they can do, because they can, we are convinced, provide medical 
care for people at the cheapest cost, if you are talking about-really 
adequate medical care, that can be done. 

The whole burden of my testimony this morning is to protect this 
opportunity for these plans to continue to keep their costs down low 
enough so that the average family can afford them, and to say that 
| do not see how, out of experience, this can be done if they try to 
include all of the older people that they really ought to include. 

I think in order to enable them to do that, they have to have some 
help. 

Senator McNamara. Out of the programs you have been discuss- 
ing, you point out that it would be part of your program to keep 
people out of the hospitals. 

Mr. Voornis. It is. 

Senator McNamara. Do you have any data on the results achieved 
by the Kaiser plan or the other plans? 





RATES REDUCED IN COMPREHENSIVE MEDICAL CARE PROGRAMS 








Mr. Vooruts. Yes, sir. It is in my statement. 
deal ofit. Itisin the statement. 

The health insurance plan of Greater New York, which has over 
a half-million enrollees, 580,000 or something, is functioning today. 
Very careful and authoritative studies show this. This is no criticism 
of Blue Cross, please understand. But they took two groups, one 
group that had Blue Shield and Blue Cross insurance and the other 
people who had HIP comprehensive care and Blue Cross. They 
found that the incidence of hospitalization for the HIP group was 
only about 80 percent as much as it was for the Blue Shield group. 

More significant, I would say, is the fact that at Group Health Co- 
operative of Puget Sound, and also Group Health Association in 
Washington, D.C., the incidence of hospitalization for their people, 
who have comprehensive medical care, runs just about half of the 
national average, even for people with insurance. 

Senator McNamara. That is very interesting. 

Mr. Voornts. So it does do the job that you mentioned, Senator. | 
do not think there is the slightest doubt of that. On Kaiser, I do not 


I remember a good 
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have the figure. Neither do I have the figures on the miners’ plan. 
Of course, where the miners built those beautiful hospitals in places 
where people did not have a darn thing before, it was one of the 
greatest things that has ever been done in : this country in my opinion, 
but I expect it was a good deal of inducement to use the hospitals, too. 

Senator McNamara. Senator Brunsdale, do you have any comment 
or question at this point ? 

Senator BrunspaLe. Where does the miners’ plan originate? The 
miners’ plan that you referred to—is that connected w ith the United 
Mine Workers Union ? 

Mr. Vooruis. Yes, indeed. 

Senator BrunspaLe. What is it? 


UNITED MINE WORKERS MEDICAL PROGRAMS 


Mr. Vooruis. You ought to have some witness, and I expect you 
will have some witness, from there who will speak about that. I would 
defer to somebody that knows the plan much better than I do. 

But what it is is this: that through collective bargaining several 
years ago, the companies in the bituminous coal industry agreed to 
pay $1 per ton mined, or some such figure, into a health and welfare 
fund for the benefit of miners and their dependents. 

This health and welfare fund has been administered to provide for 
the payment of necessary medical care. There has been established 
a special Miners Memorial Hospital Association which has constructed 
hospitals where there were not any before, in some of the areas where 
mining is important. They do pay to doctors who care for miners 
and their dependents the bills for the miners out of the miners’ fund. 
That is about the size of it. 

Senator Brunspate. And under that plan the workers who are re- 
tir ed are still covered and taken care of ? 

Mr. Vooruts. They are. I should have made a special point of 

that, because the miners ati covers people until they die. 

Senator Brunspate. Thank you. 

Senator McNamara. Senator, perhaps we should invite somebody 
from the Miners Union or the miners’ plan to come and give testimony. 
If you are interested, we would do that. 

Mr. Voornis. That would be a lot better than expecting me to give 
the detail of that. But I would like to point out that here, again, 
you have the same principle at work, Senator, that I mentioned before. 

If all of these men in their working years are mining coal and every 
tine they mine a ton of coal they put a certain amount into that fund, 
when they get to be 65 and they retire, the money that they put into 
that fund is available for their care. 

It is the same social security principle basically. If it goes on long 
enough, you can do the job. 

Senator Brunspate. Of course, it is a sizable contribution in the 
first place that goes into that fund. 

Mr. Voornis. Indeed it is; yes, sir. That is true. 

Senator McNamara. Is that $1 per ton correct? I had in mind 
40 cents. 
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Mr. Voonis. I am sure you are right, Senator. I apologize. I 
would like to correct. the record, so it will say 40 cents. 

Senator McNamara. It is a good plan, and it does, as you say, have 
the same elements that a social security plan would contain, for a man 
to contribute during his productive years to the time after his retire- 
ment. 

Thank you very much for your testimony. It has been very inter- 
esting and will be very helpful to us. 

Mr. Vooruis. Thank you. 

Senator McNamara. Our next witness is Mr. Eugene Simmons. 

I understand, Mr. Simmons, you have had person: al experience with 
health insurance policy cancellations and such as that. 


STATEMENT OF EUGENE SIMMONS, PRESIDENT, HILLCREST 
LEISURE CLUB 


Mr. Siumons. I am very grateful for the opportunity of appearing 
before your committee, Senator. 

In order that we might start it out, I might read a portion of the 
letter that I wrote you in February, after my experience. 


I have just read the article in the morning paper written by Julius Duscha, 
entitled “Congress Unswayed To Aid the Aged as Their Doctor Bills Go Up and 
Up.” 

My wife is 74 and I am 73, and I feel our predicament might help to show 
the absolute necessity for something by your committee. Last October it was 
necessary to have two-thirds of my stomach removed. This was a very serious 
operation for a man of my age, but I came through in fine shape. 

Just in case you don’t know anything about the expense of such an operation, 
hospital bills were $845, surgeon was $500, additional doctors, $78 and $40. 

I was fortunate to have a Group Hospitalization policy which took care of the 
hospital bill, except for $179.50. No surgical help. In January 1959 the Mutual 
of Omaha saw fit to cancel the health and accident policy which I had carried 
for 30 years, notwithstanding a clause on the policy which said it was noncan- 
cellable. In returning my premium they said it was nothing but a term policy. 


I thought 30 years was a pretty long term. 

Senator McNamara. What reason did they give for cancellation? 

Mr. Simmons. That is about the reason that they gave, that it was 
a term policy. I have their letter here that they wrote to me when 


they returned my check that I paid the premium, when I tried to pay 
the premium on the first 3 months of 1959. 


In returning my premium, they said it was nothing but a term policy. We 
are not financially able to take out another policy at the present rates. We are 
living with our daughter and her family, practically working for our board and 
room, you might say. The operation costs completely wiped out our little 
savings of past years. 

So in case it becomes necessary for either the wife or I to go to the hospital, 
where would the money come from? 


This is just more or less the beginning of our hospital expenses. I 
have been in the hospital three times before that, once for a blood clot 
in my leg, and another time for ulcers. 

We not only need a raise in social security, but some kind of health and 


accident insurance we can afford to carry. We are looking to the committee 
to do something about it. We Democrats have got to hang together this year 
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of all years. Now is the time to do something about the social security health 
and accident insurance. 

Senator McNamara. Thank you very much. 

Do you have any questions, Senator Brunsdale ? 

Senator Brunspace. No questions, Mr. Chairman. 

Senator McNamara. Your testimony is very interesting. 

Mr. Suwmons. I might say that I have been in the title business, 
title insurance. I started March 9, 1909, as an abstracter and grad- 
ually grew into the title insurance. I was in San Francisco, wor rking 
for a company in San Francisco. I had a heart attack and had to 
retire. Wecame back here in 1952. 

I am getting kind of tired of keeping these doctors and hospital bills 
going, and I would like to have somebody help me out. 

Senator McNamara. Tell me this, Mr. Simmons: You said you 
were in the title and abstract business. 

Mr. Simmons. Title insurance business. If you buy a piece of prop- 
erty, we looked it up to find out whether you were getting what you 
were paying for. 

Senator McNamara. You were used to contracts and used to inter: 
pretations of the language in legal terminology, and you did not 
understand that you had aterm policy ¢ 

Mr. Simons. No. 

Senator McNamara. Then the average person, obviously, would 
not understand. 

Mr. Srammons. I will tell you how that came about, Senator. That 
was written in 1939, my policy was. Just before that was written, I 
had a perforated ulcer of the posterior walls of the stomach and was 
in the hospital 2 weeks with that. 

I had a policy with the Kansas City Life Insurance Co. They did 
not even wait until the policy run out on the premium that I had paid, 
but as soon as I got out of the hospital they canceled that policy, sent 
me the unearned premium. 

A friend of mine heard about this and he came and he sold me this 
mutual benefit policy. The thing that I bought was the policy. I 
was younger then than I am now. I wasn’t used to the terminology 
in policies. But the thing I bought was this thing that was attached 
to the policy, noncance lable endorsement. 

That is what I bought. But when you read the fine print it says— 

It is further understood and agreed that this policy cannot be canceled by the 
association during any period of disability of the insured. The association 
cannot cancel this policy during any period for which the premium has been 
paid., 


Well, I thought as long as I kept the premium paid it was non- 
cancelable. 


Senator McNamara. Certainly the average person would think 
that. 

Mr. Smamons. The average would. 

Here is my check dated September 27, 1958, trying to pay the first 
3 months of 1959, and they returned it. Going a little farther with 
this, they had the nerve to send me a new policy. Well, I am kind of 
like Harry Truman. I am quite a hand to write letters. So when I 
got this I sat down and wrote the home office. 

I was afraid it would not get through the local office here, so I wrote 
the home office and asked them what they were trying to do, that I 
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noticed they said the policy was noncancelable, and I had had one 30 
years that I felt was noncancelable. 

I asked them if they were trying to put over a hoax on the old 
people that they worked on the young people 30 years ago. I got a 
letter back from them. It was a nice, long letter in which they told 
me in fine print that it was only a term policy. 

Senator McNamara. You had found that out previously. 

Mr. Stumons. Yes, I had found that out. 

Senator McNamara. I do not know whether it is good or bad, but 
you say you are a great hand at writing letters, and that is how you 
got here this morning, because you wrote us a letter. 

Mr. Smrmons. Yes, sir; and I feel it is time that we get something 
done. 

Senator McNamara. Thank you very much. Your testimony is 
helpful to us and shows the experience of one person in relation to 
the cancellation business, which has been a problem to many people 
in recent years. 

Mr. Stuarons. I might say that when I found out that I couldn’t 
do anything about the policy they canceled, I tried to contact the 
Blue Shield. I found out that you could not get that after 65. Well, 
Iwas 72then. Sothere was not much left for me to do. 

But I found a policy about 6 weeks ago, the AARP, that we felt we 
could carry by canceling some insurance on our old 1954 Ford. 

Senator McNamara. There are some areas of the country, we are 
told, where the Blue Shield does carry people over 65 on their rolls, 
and other areas do not. It seems that there is some sort of a local 
option involved. 

Mr. Srmons. When I went to the local office here and was talking 
to the office, to the agent, they offered me a plan which would cost me 
$144 a year and would give me about a third of the coverage that I 
had in the policy I was paying $36 for. I asked him what assurance 
I had that they would not cancel that policy, and he shrugged his 
shoulders and said, “Well, that is the risk you have to take.” 

Senator McNamara. Thank you very much. We appreciate your 
testimony. 

Mr. Smrmons. Thank you. 

Senator McNamara. The next witnesses will be Dr. Michael Dacso, 
Guy Justis, Dean Douglas Brown, and Dr. James Dixon. 

I will ask them to come up to the table, if they will. 

Mr. Justis, since you were here to testify yesterday and we were not 
able to get to you, we will ask you to start out this morning. 

You are with the State Department of Public Welfare of Colorado. 
We will be glad to have you proceed in your own manner, sir. 

Colorado has many differences in their plans, both in social security 


and in welfare plans, than most other sections of the country. Is 
that not right? 


STATEMENT OF GUY JUSTIS, DIRECTOR, STATE DEPARTMENT OF 
PUBLIC WELFARE, COLORADO 


Mr. Justis. That is true, Senator, and with your permission I would 
like to outline some of those differences and some of our experiences. 
Senator McNamara. Go right ahead. 
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Mr. Justis. Up to 1957, the counties in Colorado were responsible 
for the medical care of the aged. In November 1956 an amendment 
was submitted at the time of the general election to the voters, and was 
adopted by the voters by a 2-to-1 majority. This amendment pro- 
vided, among other things, the creation of a $10 million medical care 
fund for our old-age pensioners. 

In Colorado we refer to the recipients of old-age assistance as old- 
age pensioners. ‘This money became available late in November 1957. 

At that time, the State board of public welfare, the policy board 
of the State, was faced with a number of decisions. The final deci- 
sions were made on the basis of establishing a medical care program 
that. would allow the pensioner a free choice of the physician. One 
of the major problems before the State board was whether to expand 
the staffs of the State and county departments of public welfare so 
that they could directly administer the program, or whether to use 
other organizations and agencies. 

At this time, letters were written to all the commercial health in- 
surance companies operating in Colorado. None of them expressed 
any interest in administering our program. After a series of discus- 
sions with Blue Cross and Blue Shield officials, it was decided to use 
Blue Cross and Blue Shield as the administrative agency in running 
our medical care program. 

We decided to start the program with hospital care, including the 
cost of physician services in the hospital, as well as drugs and other 
necessities of hospital care, and with nursing home care. There were 
a number of reasons for this, but among the principal reasons was that 
the aged have a great fear of serious illness, of not being able to pay 
for the costs, and a great fear of a long-term illness, because they do 
not have the reserves or the savings to meet these expenses. 

In Colorado, our old-age pension, or old-age assistance, as you 
would say, pays each aged person $106 per month, less any income he 
may have in cash or kind, so that every aged person who qualifies re- 
ceives $106 of income from either the State pension or some other 
source. 

Senator McNamara. Does this indicate there is a means test ? 

Mr. Justis. Yes, sir. The pensioner can own his own home and up 
to $1,000 in secondary property. We also have a residence require- 
ment and a U.S. citizenship requirement. These are our major 
requirements. 

We finally decided, as I say, to use Blue Cross and Blue Shield as 
our administrative agency. Our hospitalization program is the same 
as the Blue Cross comprehensive hospital program in Colorado with 
a few exceptions: 

We have no limit on the period of hospitalization, except that at the 
end of 30 days there must be a review ‘se the physician, and this re- 
view submitted to the M.D. who heads our medical services division. 
If that request is approved, then the hospital stay can continue as long 
as necessary. The longest stay we have had so far in the State in the 
2 years of operation has been 195 days. 

Under this, each pensioner is given an identification card. If he 
feels in need of medical care, he goes to the physician of his choice. If 
the physician accepts him, then the pensioner has either a limited pro- 
gram of home and office visits or, if necessary, he is referred by the 
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physician to the hospital, of which the physician is a member of the 
staff. 

You might be interested in some statistics and the results of our 
medical care program in the last eet of its operation. 
Senator McNamara. Indeed we are 



































STATISTICAL REPORT OF ACTIVITIES IN PAST YEAR 






Mr. Justis. We have approximately 52,000 pensioners in the State 
of Colorado. Last year, 16,500 of these pensioners received some type 
of medical care, either hospital care, physician’s care in the hospital, 
or nursing homecare. This is 31 percent of our pension load. 

During the last fiscal year, we had 20,631 separate hospital admis- 
sions at a cost of approximately $4,900, 000. Eighty-five hospitals, or 
all of the general hospitals in the State, participated i in the program. 
The pensioners were in the hospital an average of 11.7 days, at an 
average cost of $20.02 per day. The average cost of hospitalization 
per admission was $234.08. 

The average cost of the physician services for each pensioner hos- 
pitalized was $38.71. Thus, the total average cost per hospital admis- 
sion, including the cost of both the hospitalization and physician 
services, was $272.79. 

Male pensioners accounted for 40 percent of the hospitalization, 
although they are only one-third of the total caseload. Our pen- 
sioners stay in the hospital about twice as long as the normal Blue 
Cross subscriber. They also go into the hospital twice as frequently 
as the regular Blue Cross subscriber. 

Of the hospital admissions, 65 percent were medical admissions and 
35 percent were surgery. Of the medical admissions, the largest 
single diagnosis was arterio-sclerotic heart disease. The second 
leading category is unspecified diseases of the heart. The third is 
cerebral hemorrhage, and the fourth is gastro-intestinal disorders. 

Of the surgical admissions, the largest number involved hip frac- 
tures. The second largest was hernias, and the third was hyperplasia 
of the prostate gland. 

We had approximately 1,400 M.D.’s in Colorado. Of this, 1,325 
physicians participated in our program. We have 130 osteopaths in 
the State and 129 participated. 


ADMINISTRATIVE COSTS 








You might be interested in our administrative costs. Using Blue 
Cross as our agent, our administrative costs on hospital care was 
eighty-six one- hundredths of 1 percent of the amount expended. 
Using Blue Shield as our agent for physician services, our adminis- 
trative service is 4.7 percent, 

If you combine the two programs, the overall administrative cost 
is 114 percent. We doubt very much, Senator, that we, as a depart- 
ment of public welfare, could match these low administrative costs. 

All complaints filed by a physician or by a pensioner involving his 
care in the hospital are referred to a grievance committee. This com- 
mittee is the grievance committee of the State Medical Society and 
the doctor of our Medical Services Division sits with this grievance 
committee. 
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The medical programs we now have in operation are taking almost 
the full $10 million available. We have a number of areas of medical 
care which we do not cover, but we, for one, feel we have been rather 
successful in using Blue Cross and Blue Shield as our administrative 
agent. 

In determining the cost of the hospital care, we review with Blue 
Cross twice a year the independent financial audits made by them of 
each hospital in the State, and we pay the actual costs to the hospital 
of their care as determined by an independent audit by a CPA. 

For physician services, we pay the standard fee schedule, which is 


the fee schedule established for all persons whose incomes are less 
») 


than $2,400 per year, per person, or $3,600 per year per family. 

Our feeling is that public welfare should pay the same rate for 
physician services as a man on the street with the same income pays 
for those services. We should pay no more and no less. 

I would be glad to answer any questions that you may have about 
our program. 

Senator McNamara. You indicated that you started this fund off 
with $10 million deposit that came from what—the general funds of 
the State? 

Mr. Justis. No. In our State constitution, 85 percent of the sales 
taxes and liquor taxes are earmarked for the old age pension. The 
first priority is the monthly pension. After this amount is paid, we 
established a $5 million stabilization fund, whose sole purpose is to 
guarantee the pensioners that the State will have the money to back 
up their pension payment. 

Then the money goes into the $10 million medical care fund. If 
there is more than $10 million, and there has been for the last 18 
months, the remaining money goes into the State’s general fund. So 
our sources of revenue are earmarked. 

Senator McNamara. And up to now they have been sufficient to 
take care of the load ? 

Mr. Justis. Of the $10 million. 

Senator McNamara. There has been some question raised by mem- 
bers of the subcommittee as to the danger if we have a plan such as 
the Forand bill, or something like that, that the hospitals will be 
flooded to a degree that you will have to build a tremendous number 
of hospitals to take care of those people. 

You have not had that experience with your setup in Colorado, 
apparently. 

; USE COLORADO PROGRAM 


HOSPITAL IN 








Mr. Justis. That has not been our experience. 

About 3 months after we started, a series of newspaper articles, 
including charges and countercharges, appeared in the Denver papers 
on this topic. Denver has slightly more hospitals than the average 
city of the same size. 

I think perhaps what has happened is that if the hospitals are full, 
this forces the physicians and the hospital administrators to be very 
certain that the people in the hospitals are only those persons who 
need such hospital care. 
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In the last 18 months there has not been a single charge in our 
papers that the pensioners are keeping the other persons out of the 
hospitals. 

Senator McNamara. That is very interesting. You depend en- 
tirely on the doctor’s referral to the hospitals ? 

Mr. Justis. Yes. In other words, the physician is the key person 
in any medical care program. That is why we have tried to work 
with them and secure their cooperation. They have been most 
helpful. 

Senator McNamara. You do not find that because of the pressure 
put on them by the patients, that the doctors keep patients in the 
hospitals beyond the point that they need to be kept there ? 

Mr. Jusris. I would not say, Senator, there has not been a single 
case, but we do not think there has been much of that. 

Senator McNamara. You think there is some, however? 


NURSING HOME PROGRAM 


Mr. Justis. That is why we also established a nursing home pro- 
gram at the same time. It is for people whose home fac “ility is such 
that they cannot receive the proper medical care, or else they need 
more medical care than a home can give, and are in communities where 
there is no visiting nurse service. 

These people can go to facilities that can give them care. Ad- 
mittedly, this is a problem in certain of the more rural parts of the 
State that do not have sufficient or adequate nursing home facilities. 
Therefore, a hospital is the only place where you can give them the 
aftercare. 

Senator McNamara. About what is the proportion or cost of keep- 
ing a person in a nursing home as against keeping them in a regular 
hospital? Is it about half as much? 

Mr. Justis. It is considerably less than that, Senator. We pay 
just under—well, w e pay about $5.50 a day for nursing home care, and 
our hospital care is $20 a day, or almost four times as great. 

Senator McNamara. $5.50 a day is pretty low, from my experience 
with nursing homes. This would not be the type of home that would 
have trained nurses around the clock, would it 4 

Mr. Justis. Yes. In order to qualify with the requirements of the 
State health department, they have to have either a registered nurse 
or a licensed practical nurse on all three shifts. 

Senator McNamara. Then the State does license practical nurses? 

Mr. Justis. Yes; Colorado does. 

Senator McNamara. The chairman of the special committee that 
set this program up is Robert Knous, now your Lieutenant Governor ? 

Mr. Justis. That is correct. He was chairman of the Governor’s 
Commission on the Aged which outlined the need for a medical care 
program. The details of the medical care program were worked out 
by the State welfare department. 

Senator McNamara. He was a State senator at that time? 

Mr. Justis. That is correct. 

Senator McNamara. Senator Brunsdale, have you any questions or 
comments ? 
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Senator Brunspaue. I gathered from your testimony that $100 a 
month was the standard rate to the old-age pensioner less the income 
he receives from other sources. Is that right? 

Mr. Justis. The constitution places it at $100. This can be in- 
creased by the board on the basis of an increased cost of living. Our 
present amount is $106 per month, Senator. 

Senator Brunspate. If he has income but not sufficient to equal 
anything like that, do you deduct that income from the $106 he is 
allotted ? 

Mr. Justis. That is correct. 

Senator Brunspate. In the case of hospitalization where the in- 
dividual has income approximately equal to that, do you still take 
care of him on the same basis as those who otherwise are old age 
pensioners ¢ 

I refer, for example, to a man that has $50 income, which would not 
be anything, but he is not able to get any medical care or hospital 
care. You would take care of him on the same basis as the man who 
is an old age pensioner ? 

Mr. Justis. No. We provide medical care only for the pensioner. 

Senator Brunspate. You do not provide for the rest of them 
through your welfare department ? 

Mr. Justis. No. That person must receive his medical care through 
the county. Our State constitution provides that he must be a pen- 
sioner in order to receive the medical care. 

Senator Brunspae. The reason I asked that question is that in my 
State the welfare department takes care of the hospitalization and 
medical care of all those who are not able to take care of it them- 
selves, but they must go through the State welfare department. The 
county does not pay anything into the medical. I understand in 
your State the medical is cared for by the county. 

Mr. Justis. That is correct. One of the weaknesses of our program 
is that we are not able to meet the medical needs of the aged who 
are not pensioners. 

Senator Brunspate. I realize that. 

Mr. Justis. One of our significant developments in Colorado is 
that since the medical program has been established, we have a num- 
ber of aged who have applied for the pension who have incomes of 
greater than $100 a month. The smallest pension we have in the 
State at this time is 7 cents a month. This person says he really does 
not need the 7 cents, but he wants to be on the medical list, and ac- 
cording to the State constitution he has to be on the pension list in 
order to get the medical care. 

Recently we have been getting a large number of persons who are 
receiving social security retirement benefits; 40 percent of our pen- 
sioners also receive social security. 

Senator McNamara. Forty percent? 

Mr. Justin. Forty percent. The reason for this is their great fear 
of hospitalization or a long-term illness, and in order to receive these 
medical benefits in Colorado they must be on the State pension. 


_ Senator Brunspae. However, in order to be there, they must have 
incomes less than $100 ? 


Mr. Justis. Less than $106, Senator. 
Senator Brunspate. Thank you. 
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Senator McNamara. Thank you very much. 
(The prepared statement of Mr. Justis follows :) 


PREPARED STATEMENT OF GUY JUSTIS, DIRECTOR, STATE DEPARTMENT OF PUBLIC 
WELFARE, COLORADO 


Although the State and county departments of public welfare were estab- 
lished early in 1936 in Colorado and the various public assistance categories 
started on March 1, 1936, medical care for the aged, as well as all other groups 
receiving public assistance, remained the responsibility of the counties. State 
funds were available to the counties for general assistance purposes from 1935 
until 1951, and over half of these funds were spent for medical care. In this 
period, however, the State department of public welfare had not established 
any policies or procedures in the area of medical care. 

In November 1956, the voters adopted an amendment to the State constitution 
which, in effect, guaranteed each pensioner an income of $100 a month. (In 
Colorado, the old age assistance program is called old age pension.) This basic 
pension could be increased by the State board of public welfare on the basis of 
an increase in the cost of living. The constitutional amendment also provided 
that after payment of such monthly pensions from earmarked tax revenues, the 
sum of $5 million would be allowed to accumulate in a stabilization fund. The 
purpose of this fund is to guarantee to the pensioners that the State will have 
sufficient money to meet the costs of their monthly pension payment. The 
amendment further provided that the next $10 million of tax revenues would be 
set aside in a fund to provide a medical care program for the eligible pensioners. 
All money derived from earmarked funds over and above that required to meet 
the first three priorities is then to go into the general fund of the State to be 
available for appropriation by the legislature for other government purposes. 
This amendment became effective January 1, 1957. 

In October 1957, a small amount of revenue was deposited in the medical 
care fund and from that date on funds became available for the provisions of 
the medical care program. 

Since the State department was also developing a medical care program for 
the recipients of aid to the blind, aid to dependent children and aid to the 
permanently and totally disabled (called aid to the needy disabled in Colorado) 
at this same time, the State board of public welfare established a division of 
medical services within the State department of public welfare. To assist the 
division, the State board created an advisory committee of 12 members. 

This advisory committee, after a series of meetings, made a number of recom- 
mendations to the State board of public welfare which, in Colorado has author- 
ity and responsibility for all policy formulation. The following recommenda- 
tions were made: (1) That the medical care program should be started before 
the full $10 million was available. This meant that the medical care program 
would be developed in a series of “steps”. (2) That priority should be given to 
the early establishment of a program of hospital care, including physicians’ 
services in the hospital, and also nursing home care. The two principal reasons 
for this recommendation were that these were the two areas where counties, 
using entirely local funds, were spending the largest percentage of their general 
assistance funds and, second, that expenses for these two types of care were 
generally large and the pensioner and members of his family were not able to 
finance such care. It was pointed out that one of the great fears of the aged is 
that of being unable to pay for catastrophical illness or a long period of illness 
requiring hospital and/or nursing home care. (3) That the principle of free 
choice of physician would be followed. 

These recommendations were adopted by the State board of public welfare. 
About February 1, 1958, $2,500,000 had accumulated in the pension medical care 
fund. On this date the program of hospital care, including physicians’ services 
in the hospital, and a program of nursing home care was started. At the same 
time a program providing necessary ambulance service was also established. 
Later, physicians’ services to pensioners in nursing homes were provided, along 
with drugs prescribed by such physicians. Still later a limited program of home 
and office visits was established. This is our program in Colorado of medical 
care for the aged at the present time. 

Another decision that was made early in establishing the medical care plan 
for pensioners was that as nearly as possible we would use existing medical 
societies and organizations to help carry out the purposes of the program. A 
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number of discussions were held with the officials of Blue Cross and Blue Shield 
in Colorado. These discussions eventually led to an agreement with Blue Cross 
and Blue Shield whereby they would act as the agent of the public welfare de- 
partment in providing payment to hospitals and to physicians and also to act 
as the agent of the public welfare department in working out misunderstandings 
and corrections. 

For the aged the agreement provides that hospital billings will be paid under 
similar regulations and rates as are provided by Blue Cross under its compre- 
hensive coverage plan but with all waiting periods waived. Blue Cross will 
make a charge for the handling of hospital billings in the amount of $2 per case 
per hospital admission. 

Hospitalization is limited to a period not to exceed 30 days for any one admis- 
sion unless the attending physician certifies in writing before the 21st day that 
the patient’s condition requires hospitalization beyond 30 days. This statement 
contains the physician’s diagnosis, setting forth the patient’s condition, and the 
physician’s prognosis in light of such condition. This report is sent to the State 
department for review by the physician heading the division of medical services. 
The request is then approved for additional hospitalization or the request is de- 
nied. The hospital and physician are notified before the 30th day of the action 
taken so that proper arrangements can be made. 

The State department of public welfare has also entered into an agreement 
with Blue Shield to act as its agent in providing payment for physicians’ services 
in the hospital. This agreement provides that such services will be paid under 
similar regulations and fee schedules as are provided by Blue Shield under its 
standard coverage plan with an extension of in-hospital physicians’ care from 
the first day through the authorized period of hospitalization. One additional 
service which is paid for is radiation therapy for conditions of malignancy. 

Blue Shield makes a charge for the handling of physicians’ billings in the 
amount of $2 per billing. 

Eligibility for an OAP payment makes a recipient eligible for nursing home 
care in a home licensed by the State department of public health. In Colorado 
the authority for inspection and licensing of nursing homes is vested by law 
in our department of public health. The old age pensioner is expected to pay 
$100 of his present $106 a month grant toward his nursing home care. He pays 
this either from his pension or from other income which he may have. The 
county department then makes a vendor payment to the nursing home for the 
balance, subject to the regulations of the medical care program. Also, vendor 
payments from the medical care fund will not be made in any amount when the 
charge made by the nursing home for services to a pension recipient exceeds 
$250 per month. 

A pension recipient in a licensed nursing home is eligible for physician’s serv- 
ices. Recipients shall have free choice of physician. Whenever possible the re- 
cipient or his family, and not the nursing home operator or the county depart- 
ment, selects the physician. Only physicians licensed to practice medicine in 
Colorado are authorized to provide services. Payment is made for a maximum 
of two calls per calendar month in cases of chronic or continued illness. Should 
additional calls be necessary because of an acute illness payment will be made 
for additional calls up to a total of four in any one calendar month. 

The State department of public welfare has entered into an agreement with 
Blue Shield to act as its agent in making payments to physicians for services 
rendered in nursing homes. The physicians bill Blue Shield at the end of each 
quafter for all services rendered during the preceding quarter. 

In the last fiscal year of operation of the pension medical program a total of 
16,499 pensioners received some type of care. A pensioner may have received 
more than one type of care. For example, in going to a hospital, the person 
would receive both hospitalization and physician’s services. He may also have 
gone into a nursing home and there may have received drugs and physician’s 
services. The total of 16,499 pensioners is an unduplicated number. This is 31 
percent of the total OAP caseload. 

The largest expenditure was for hospitalization. A review of this program’s 
operation in the 12 months of the last fiscal year shows the following facts: 

(1) During the last fiscal year, payments were made for 20,631 separate hos- 
pital admissions at a cost of $4,829,289.33. 

(2) Highty-five hospitals, or all the general hospitals in the State, participated 
in the program. 

(3) Pensioners were in the hospital an average of 11.7 days, with an average 
cost of $20.02 per day. The average cost of hospitalization per admission was 
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$234.08. The average cost of physician’s services per pensioner hospitalized was 
$38.71. The total average cost per hospital admission, including cost of both 
hospitalization and physician’s services was $272.79. 

(4) Male pensioners accounted for about 40 percent of the hospitalization, 
whereas they represent only about one-third of the total caseload. 

(5) A monthly average of 1,719 pensioners were hospitalized during this 
period. This varied from a high of 2,014 in May 1959, to a low of 1,474 in Jan- 
uary 1959. 

(6) It appears that persons over 65 incur average hospital stays approxi- 
mately twice the length of those incurred by the younger population and their 
care costs are, roughly, double those of the younger group. 

(7) Of hospital admissions, 65 percent were medical admissions, while only 
35 percent were surgical cases. Of the medical admissions, the largest single 
diagnosis was arteriosclerotic heart disease. The second leading category is 
unspecified diseases of the heart; the third, cerebral hemorrhage; and the 
fourth, gastrointestinal disorders. 

(8) Of the surgical admissions, the largest number involved hip fractures. 
The second largest category was hernia of the abdominal cavity and the third 
was hyperplasia of the prostate gland. 

(9) During this same period 24,882 physicians’ bills were paid in connection 
with the hospital care. The number of physicians’ bills is greater than the 
number of hospital admissions because certain cases required the services of 
more than one physician. Some 1,448 physicians participated in the program 
during the last fiscal year. This included 1,319 medical doctor’s and 129 osteo- 
paths, plus physicians serving on the staffs of Colorado General and Denver 
General Hospitals, where the bill is not itemized in the name of the physician 
giving the service. 

You might be interested in our cost of administration of our hospital program 
using Blue Cross and Blue Shield. The cost of administration for hospitaliza- 
tion, using Blue Cross as the agent, is only eighty-six hundredths of 1 percent 
of the total amount spent. For physicians’ services in the hospital the cost of 
administration, using Blue Shield as our agent, is 4.78 percent. Combining 
these two programs we find that the overall cost of administration of hospital 
care and physicians’ services in the hospital is only 1.56 percent. 

It is extremely difficult to place a monetary value on the service we have 
received from Blue Cross and Blue Shield in working with the various physicians 
and hospitals. All complaints filed by physicians are processed in the regular 
manner prescribed by Blue Shield and the physician serving as director of the 
division of medical services for the State department of public welfare now sits 
on the grievance committee of the State medical society and participates with 
them in clearing up any complaints or adjustments. Quite frankly, we are 
more than satisfied with our relationships with Blue Cross and Blue Shield 
and believe that they have gone out of their way in order to help establish this 
medical care program for the aged citizens in Colorado. 

Beginning July 1, 1959, the medical care program was expanded to provide 
for a limited number of home and office calls for pensioners by medical or 
osteopathic physicians. To receive these benefits a pensioner must be eligible 
to receive a money payment during the month the call is made. Again we have 
entered into a contract with Blue Shield to act as our agent in paying the 
physicians. The pensioner’s identification card which he uses for hospitaliza- 
tion is also his identification to the doctor. He has free choice of physican 
and is on his honor not to abuse the benefits of the program. 

At the present time it appears that the medical care programs which have 
been developed will require the full $10 million which the State constitution 
provides for medical care for the pensioners. Admittedly, there are areas of 
medical care which are not now covered by the programs in operation. How- 
ever, we feel that Colorado has made an excellent start in providing medical 
care for its aged. The principle of free choice of physician has made for wide 
acceptance of the program by the physicians and also by the aged. We have 
removed from the pensioner’s mind the threat of high hospital costs or high 
costs for nursing home care. The program has been well accepted by the hospi- 
tals and the doctors of the State because they are receiving reimbursements 
which they themselves have designed and agreed to. Likewise, we believe that 
the costs of administering the program, especially the hospitalization part, 
have been much lower than if we developed our own county and State staffs 
to a point where they would be able to handle this additional responsibility. 
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Yes, frankly, we are prejudiced in favor of using existing medical organizations 
and facilities in our State in order to provide a program of medical care whicb 
the aged of Colorado have so long needed. 

Senator McNamara. Next on our list is Dr. Michael M. Dacso, di- 
rector of the department of physical medicine, Goldwater Memorial 
Hospital in New York: 


STATEMENT OF MICHAEL M. DACSO, DIRECTOR, GOLDWATER 
MEMORIAL HOSPITAL, NEW YORK 


Dr. Dacso. Mr. Chairman, your introduction identified me as one 
whose primary responsibility 1s to take care of the immediate needs 
of the patients as they present themselves at the bedside. In addition 
to that, howev er, I have had the privilege of teaching medical schools 
for more than 25 years, and I have some experience in ‘this field. Since 
my experiences are primarily in these areas, I feel that 1 am on safe 
ground to speak about some of the health needs of the elderly, but. my 
recommendations concerning financing medical care could certainly 
not bear the weight of those of other experts. 

If you permit me, I will deviate for a moment from the general 
tenor of the deliberations and focus on two points: that is, the need 
for more professional personnel, and the need to keep elderly people 
out of hospitals and similar institutions. 

Your hearings across the country and your extensive correspondence 
have brought out practically every point of the health and social prob- 
lems that are presented by the growing number of old people. While 
I have admired the wisdom and industry with which your committee 
has performed its task, I have missed more testimonies and opinions 
on pointing out the need for recruitment and training of more person- 
nel, and methods to meet this problem. 
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Since my teaching experiences have been limited to the training of 
the physician, I w ould like to concentrate on this problem. Some time 
ago I heard Dr. Burney, the Surgeon General, saying that “some 
people use statistics like the drunk uses the lamp post, more for sup- 
port than illumination” and although I am somewhat reluctant to 
call upon figures to support my point, I will nevertheless try to give 
you some figures which I trust will both support and illuminate. In 
order to preserve the present ratio of 132 physicians per 100,000 pop- 
ulation, which is a reasonable situation, it is estimated that by 1975, 
which is not in the too distant future, 310,523 physicians will be 
needed. To have this number of physicians available in 1971, 10,350 
first-year medical students will have to be admitted to the medical 
schools. Taking into consideration an attrition of about 10 percent, 
this will produce 9,315 graduates in 1975. This is what we will need 
to maintain the present ratio. 

These figures have been suggested by the Association of American 
Medical C ‘olleges. They are ‘based on a number of assumptions but 
coming from an authoritative source as they do, we can accept them 
as coming close to reality as is possible in such a projected forecast. 

The Surgeon General’s consultant group on medical education ex- 
pected a need for 10,400 first year students for the same period. In 
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order to have this number of physicians, and train this number of 
medical students, it will be necessary that by 1971, 21 new 4-year med- 
ical schools be organized, built, a operated. To keep abreast with 
the continued demand, by 1976 11 more 4-year medical schools will 
be needed. 

Disregarding the tremendous financial problems that such a medi- 
cal school expansion program would create, the need for the recruit- 
ment of competent teaching faculty will still remain. The number 
of unfilled positions in medical schools is increasing. At the present 
time a number of faculty positions are already available for compe- 
tent applicants. The training of future teachers places an additional 
burden on our 82 4-year medical schools. The widening scope of 
medical science demands that an ever increasing body of knowledge 
be imparted to the medical student. The health needs of the elderly 
population occupy a prominent position in the new demands that the 
schools will increasingly face. In our experience the practicing phy- 
sicians are becoming increasingly interested in this field. but they 
must often struggle with technical problems caused by lack of special 
training in their medical school to meet these special needs of the 
elderly. This beehooves us to appeal to the medical schools and all 
others who are responsible for the education of future medical gener- 
ations to pay more attention to the special needs of the elderly sick 
and disabled people. 

This problem has, to a certain extent, been recognized and as a 
result many medical schools have already surveyed the situation. 
Some, admittedly only a few, have introduced experimental teaching 
plans aimed at fulfilling this need. 

At this point of development, there is sufficient reason for the 
separation of geriatrics from the larger field of clinical medicine, as 
a specialty. Disregarding this controversial issue, I believe nobody 
can deny the physician’s responsibility for the care of the aged. Ex- 
cept for the pediatrician and obstetrician, all of us face the responsi- 
bility of serving the elderly patient. If there are special health 
problems among these people, every physician must be prepared to 
meet them. 

Over and over again, the need for more comprehensive services is 
being expressed. Such services are obviously desirable but by their 
very nature reauire a good deal more, and broadly represented pro- 
fessional staff. There again is a new element which demands inten- 
sification of professional health education. If we do not heed the 
warning signs of the increased demand, and we fail to do something 
about it immediately, we will be building on sand and operating in a 
vacuum which can only lead to an unproductive and confusing 
situation. 

Recognizing the growing need, a good deal of enthusiastic and 
ambitious planning is going on. Money and effort are being ex- 
pended to plan, organize, build services and new facilities, but when 
the day arrives for the door to be opened, insufficient, or often no 
professional staff will be available. Since the building and the or- 
ganization are all finished, there is nothing left but to compromise. 
The compromise usually consists of hiring semiskilled or even un- 
trained personnel to render health services. This fortunately so far 
has not affected our general health picture because the qualified 
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professionals who are in charge or are in supervisory capacities, are 
doub ling their efforts to compensate for the lack of skill of others 
who are not so well trained. This, of course, cannot go on too long. 

The threatening shortage in the care of the aged is not limited to 
physici lans. TEx: ictly the same situation applies to nurses and other 
paramedical profession: als. 

According to a 1959 release by the American Nurses Association, 
there are 268 registered nurses per 100,000 population, a number which 
is far below the current need. 

I have in my hand a 1956 report of Dr. Howard A. Rusk and Mr. 
Eugene J. Taylor submitted on behalf of the Health Resources Ad- 
visory Committee to Mr. Arthur S. Flemming, then Director of the 
Office of Defense Mobilization. According to this document there is 
“not even one physical therapist per hospital in the United States.” 
The need at that time was for more than 12,000 physical therapists as 
compared with a supply of a little more than 7,000, 

In occupational therapy the shortage was even more acute with 
3,700 occupational therapists available and almost 10,000 needed. 
Identical difficulties prevailed in the fields of social workers, psycholo- 
gists, speech and hearing therapists, and other key personnel. ‘There 
is no earthly reason to believe that this situation has improved and, 
as a matter of fact, I think we should be very happy if it has not been 
aggravated. Again, the only answer is doubling our efforts to train 
new personnel. 

ROLE OF REHABILITATION 


This brings me to the question of rehabilitation. To think in terms 
of institutionalization of most of the aged is impractical, inhumane, 
and impossible financially. If we continue our philosophy that every- 
one who has reached a certain age and who has become infirmed, dis- 
abled, or chronically ill, will by necessity have to be admitted to an 
institution, our communities will, in the foreseeable future, consist of 
medical, hospital, and nursing home centers around which all of us 
who are not yet admitted will work to serve those who are already in. 
I think of this as an untenable and indeed not a cheerful picture for 
the future. To counteract this trend of institutionalization, a few 
immediate steps will have to be taken. 

First, we have to prevent the development of disabilities. The 
nature of m: uny of the chronic illnesses, especially in the aging popula- 
tion, is that an overwhelming majority of these result in “physical 
disabilities. Physical disability is preventable even if, as is often 
the case, the disease itself cannot be prevented. That, for example, 
means that even if there is no effective primary prevention for, let us 
say, a stroke caused by a cardiovascular accident, the physical incapac- 
ity resulting from this can be considerably reduced. This is what in 
preventive ‘medicine we call secondary prevention. A great deal 
of emphasis will have to be placed on secondary prev ention, and a lot 
more research will have to be done in this field. Secondary preventive 
services will have to be provided on a working level at the grassroots. 

If the patient, in spite of all preventive and curative efforts, has 
reached a point where a disability has developed, we are faced w ith a 
disabled, crippled person. This is not as bad as it sounds and cer- 

tainly not the last word. 
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There is a great deal of difference between a nonfunctional and a 
functional cripple. There might be a man who suffers from a severely 
disabling disease, such as complete paralysis from the waist down, or 
a stroke paralyzing one side, or an advanced arthritis, but with proper 
application of medical rehabilitation he can often be restored to func- 
tional existence. Even if he is not able to return to his job or other- 
wise join the labor market, he can be trained and brought up to a level 
of self-sufficiency. This concept of training toward self-sufficiency 
is not as yet widely enough accepted and practiced in everyday 
medicine. 


BROADENING OF VOCATIONAL REHABILITATION ACT TO AID THE AGED 


The major responsibility for the rehabilitation of the handicapped 
on the Federal level is vested in the hands of the Office of Vocational 
Rehabilitation which has been doing an outstanding job in helping 
thousands of handicapped, yearly, to rejoin the active labor market. 
The letter of the law, however, is such that most disabled people in the 
higher age group cannot enjoy the benefits of the services of this 
agency. A broader interpretation of the Vocational Rehabilitation 
Act would be of immense help to those overaged disabled people 
whose present access to these Federal resources are rather limited. 

Activities pertaining to prevention of diseases and physical disabil- 
ities are within the province of the U.S. Public Health Service. This 
Federal agency has a variety of programs directed at the health 
problems of the aged. Closer cooperation between these two major 
Federal agencies would substantially strengthen their contributions 
in the preventive and restorative aspects of geriatric medicine. 

Some of my remarks might have touched on subjects that, at first, 
may not seem to have direct bearing on the health or social problems 
of the aged. Believe me, however, correction of some of the deticien- 
cies that I have attempted to outline would strengthen the services 
of this segment of our population and, in many cases, would make it 
possible to avoid lifelong institutional care. With this in mind I 
have suggested that the forthcoming 1961 White House Conference 
on the Aging should use “Keep the Aging in the Community” as its 
motto. Ihave not received an answer as to their decision but strongly 
feel that if I conclude my remarks with the same motto, I have ade- 
quately summarized the problems that lie ahead of us. 

Thank you, Mr. Chairman. 

Senator McNamara. Thank you, Dr. Dacso. You can certainly 
draw a dark picture when you ‘indicate the goals will be very hard 
to attain, particularly when you talk about the 10,000 additional 
doctors we will need, the medical students we will have to train be- 
tween now and 1971, and the lack of technical help already present 
in hospitals. 

We find in the average hospital that the trained staff is depending 
more and more on people who are not fully trained to help them do 
the job. 

You do have hope, though, that this is possible to attain? 

Dr. Dacso. Senator, if we ‘cannot solve this problem, nobody will. 
I think we have the financial resources and we have the know-how. 
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There are a lot of things in the field of medical care for the elderly 
that money cannot buy. One, and perhaps the most important one, 
is professional skill. That is why I have, with your generous in- 
dulgence, deviated from the general trend of this meeting and have 
attempted to point out the need for intensification of training of 
health personnel. 

Thank you again, Mr. Chairman. 

Senator McNamara. We will be glad to hear from Dean Douglas 
Brown. 


STATEMENT OF J. DOUGLAS BROWN, DEAN OF THE FACULTY AND 
PROFESSOR OF ECONOMICS, PRINCETON UNIVERSITY 


Dean Brown. Mr. Chairman, if you will permit me, I will give you 
a brief biographical background. 

I have been active in the study of the problems of social security, 
old age and unemployment since I was a member of President Hoover's 
Emergency Committee for Employment in 1930-31. In 1934-35 I 
served as economist with the Cabinet Committee on Economic Security 
that developed the social security legislation, and was particularly 
concerned in and assigned to the development of the old-age insurance 
provisions of that legislation. 

Then in 1938-39, I was chairman of the Advisory Council on Social 
Security, advisory to the Senate Finance Committee, which developed 
the principal features of the present legislation. I also served as a 
member of the steering committees of the Advisory Councils set up 
by congressional mandate in 1948-49, and again in 1958-59. It has 
been a most challenging experience to be a part of this program over 
the last 25 years. 

My regular job is that of dean of the faculty at Princeton University, 
handling faculty needs, salaries, and appointments, and also as an 
economist. 

It is my firm conviction, sir, after studying this problem for many 
years, that we face a condition and not a theory. There are three 
principal factors: 

(1) The proportion of the aged to the working population will con- 
tinue to rise. 

(2) The costs of living for the aged, an particularly the necessary 
costs of health care, will continue to rise. 

(3) Since it is clear from experience that the current income of most 
superannuated persons will be inadequate to meet these rising medical 
costs, the excess of current costs over current income will need be pro- 
vided by one or more of the following means: 

First is the methods of savings. It is difficult during any working 
life to match with certainty the savings needed for a period of life 
which is quite indefinite from 65 to the death of the wage earner and 
also to the death of his wife. Within that period there is the double 
uncertainty of medical costs, which, if they continue to rise as they 
have, and are intermittent and uncertain, will be extremely difficult 
for most people to meet by savings. 

Second, there is the appropriation of Government funds from gen- 
eral taxation to provide greatly extended medical care on a modified 
needs test basis. This is going on, as was shown in Colorado. It is, 
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however, to me, a method of relief. We developed the old-age in- 
surance system to prevent dependency and to prevent the need to pass 
a needs test for relief, either for general costs or for medical costs. 

A third method is the loading under voluntary private health insur- 
ance schemes of the premiums paid by persons of working age by a 
sufficient amount to meet the higher medical costs of aged beneficiaries 
under the plans. I feel, this morning, you heard a very worthwhile 
discussion of this very point. 

It is most difficult under this form of what is really assessment in- 
surance to avoid the dropping out of old people or the limitation of 
old people’s benefit coverage, unless there is a loading on the young 
people, which, in turn, will lead young people to be unwilling to take 
on that added burden. In the studies of trade union assessment plans 
and of all forms of fraternal assessment plans, we have a hundred 
years of experience which shows that this form of assessment. insur- 
ance when old people are included, is on the primrose path to disaster. 

Fourth is a subsidization of private insurance carriers by Govern- 
ment from taxation to permit them to provide health insurance to 
aged persons at less than true cost. 

This is a clumsy hybrid arrangement. It involves overwhelming 
administrative problems and, in turn, excessive costs. It adds to the 
cost of Government. It provides less adequate benefit care to the 
worker and, in turn, creates for the insurance carrier a thankless task, 
and a virtually profitless task, of undergoing a large deal of ad- 
ministrative regulation and control. The insurance carriers would 
need to be subject to close regulation and inspection concerning costs, 
benefits, actuarial evaluations, overhead costs, services and reserves. 

I feel very definitely that, just as in the case of the original old age 
insurance program when there was a proposal by certain insurance 
companies of contracting out, they will soon see ‘the advantage of a 
cleancut separation between the Government social insurance and the 
private carriers’ normal business. This cleancut separation has been 
for more successful and effective for both the Government and for the 
private carriers. Hybrids are apt to be sterile. 

There is, fifth, another approach, the increase of the level of the 

cash old age insurance benefits to meet the variable and_uncertain 
costs of illness in old age. This would mean a very considerable in- 
crease in the benefits but, at the same time, would not provide ade- 
quately for needs because of the widely different costs between one 
person and another person. It would be, again, a clumsy arrangement 
to raise the whole level of old age insurance benefits in order to give 
old people a sum of money which, with limited income, they could then 
pay as premiums to outside insurance carriers. 

It seems to me, rather, that it is far better to have what is insurance 
within insurance in the old age insurance system; that is, insurance 
for the normal costs of living of the aged for the man and his wife, and 
also the same plan, within an insurance feature—an automatic in- 
surance feature—to meet basic health costs. 


“TNSURANCE WITHIN INSURANCE” A PRACTICAL SOLUTION 


It seems to me, therefore, that we have come by logic—the logic of 
an increasing proportion of aged persons, and the logic of increasing 
medical costs, with the venasintie discoveries of medicine, and the 
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desire on the part of the people to live in dignity and health in their 
old age—is a sound justification of using the old age insurance 
mechanisms to this end. The old age insurance system, a quarter of 
a century old next August, is a tested, effective means to meet the 
particular burdens which are life risks. Illness in old age, like death 
itself, comes but once to each of us. Therefore, during our working 
life, we and our fellow citizens should accumulate, should make 
available, sufficient income so that those who are beyond working life 
cannot only live but can live in as much health as ‘God permits. 

I would like to say in closing, that, whatever the limits may be nec- 
essary, to be truly effective, this i insurance within insurance should be 
measured in medical terms, in terms of the medical care required, 
not in dollars. There are many ways in which the Government can 
arrange for the provision of such care, once the funds are available. 
To say that the financing of any product or any service by Govern- 
ment payments is “socialization” is to consign that meaningless term 
to a large segment of American industry, American education, and 
American health services in which executives, professional men and 
wage earners are contributing to the welfare of their fellow citizens 
with freedom and dignity. 

After 25 years of evolution, the old age insurance system of this 
country is a tested and effective mechanism for the provision of basic 
protection of our aged citizens against the costs of illness. No other 
means or mechanism can perform this necessary function with as 
much economy in cost or with as much respect for the needs, rights 
and dignity of all concerned. 

Thank you. 

(The prepared statement of Dean Brown follows :) 


PREPARED STATEMENT BY J. DovuGLAsS BROWN, DEAN OF THE FACULTY AND 
PROFESSOR OF ECONOMICS, PRINCETON UNIVERSITY 


Long and thorough economic analysis of the pressing problem of assuring 
adequate medical care for the aged population of this country has led me to 
the firm conviction that the old age, survivors, and disability insurance program 
should be extended to provide a basic floor of medical care for aged beneficiaries. 
This analysis may be summarized as follows: 

(1) The proportion of the aged to the working population will continue to rise. 

(2) The costs of living for the aged, and particularly the necessary costs of 
health care, will continue to rise. 

(3) Since it is clear from experience that the current income of most super- 
annuated persons will be inadequate to meet these rising medical costs, the 
excess of current costs over current income will need be provided by one or more 
of the following means. 

(a) Savings accumulated by the individual or spouse during working life. 

(6) The appropriation by Government of funds derived from general taxation 
to provide greatly extended medical care for the aged on a modified needs-test 
basis. 

(c) The loading, under voluntary, private health insurance programs, of the 
premiums paid by persons of working age by an amount sufficient to meet the 
higher medical costs of the aged beneficiaries of such plans. 

(d) The subsidization of private insurance carriers by Government from 
general taxation in order to permit them to provide health insurance benefits 
to aged persons at less than true cost. 

(e) An increase in the level of cash old age insurance benefits sufficient, on 
average, to meet the variable and uncertain costs of illness in old age. 

(f) The inclusion of basic medical benefits for aged beneficiaries as “insurance 


within insurance” under the OASDI program, with costs averaged over the whole 
working life of all participants. 
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These six means of meeting the deficit between rising medical costs and de- 
clining income which millions of our older people will face can be analyzed 
briefly. 


(a) Savings accumulated by the individual or spouse during working life 

For the individual, not only is the span of life after retirement uncertain, 
but the incidence and costs of illness in old age are doubly uncertain. It can be 
estimated that, on average, these costs will be approximately three times higher 
per year in old age than in working life. The costs of medical care in old age 
may well continue to rise faster than other costs of living, both in price per 
service and in the elaboration of services, between the time of saving and the 
time of need. It is therefore very difficult for most wage earners to accumulate 
and distribute a savings fund throughout their life and that of their wife in a 
way which will afford reasonable security against the uncertain costs of medical 
eare. Serious contingencies may dissipate savings long before the eventual 
death of the surviving spouse. For all but the most fortunate, the most effective 
mechanism for protection is not savings, but insurance. 


(b) The appropriation by Government of funds derived from general taxation to 
provide greatly extended medical care for the aged on a modified needs-test 
basis 

The public provision of medical care has been steadily extended in the last 
quarter-century. This has been a necessary development in areas of costly treat- 
ment, such as mental health, or in the protection of underprivileged persons. 

The extension of public provision of medical care to the aged may prove increas- 

ingly necessary if we do not develop other means of meeting the problem. To 

put normally self-reliant persons under the pressure to declare themselves indi- 
gent, is not an attractive solution. A needs test for medical care distinct from 

a needs test for general assistance would involve serious administrative diffi- 

culties. We have made great progress in preventing dependency and the fear 

of dependency through social insurance. It would be a disheartening setback 
if rising costs of medical care cause a retrogression to poor relief methods for 
the protection of our older citizens. 


(c) The loading, under voluntary, private health insurance programs, of the 
premiums paid by persons of working age by an amount sufficient to meet the 
higher medical costs of the aged beneficiaries of such plans 

The use of the insurance mechanism in meeting the risks to individuals of the 
cost of medical care is an important forward step. The averaging and sharing 
of the costs of illness among currently employed persons is an effective economic 
device. It is essentially an assessment form of insurance. In a given age 
segment, without adverse selection, contributions and benefits can be brought 
to relatively close balance, subject to frequent revision, however, as costs of 
care or frequency of care rise. But the continuance of older, retired persons 
under a voluntary health insurance program creates serious problems. Not only 
do benefit costs of the aged rise sharply, but their ability to pay premiums 
declines. 

The inclusion of the aged under voluntary health care insurance introduces a 
life-risk factor and the possibility of serious adverse selection. This has brought 
disaster to assessment schemes of insurance, time out of mind. Younger con- 
tributors drop out if contribution rates rise because of the burden of older 
beneficiaries. Older beneficiaries drop out if they are charged differential rates 
higher than they can afford to pay. If benefits to the old are reduced, even though 
such reduction is neatly camouflaged in the fine print, the old are left insecure. 

It is my earnest conviction that private, voluntary insurance programs cannot 
meet the basic problem of rising medical costs in old age. If they attempt to do 
so by loading the premiums paid by younger individuals, they will impiar their 
usefulnes in their proper field of service. 


(ad) The subsidization by Government from general taration of private insurance 


carriers in order to permit them to provide health insurance benefits to aged 
persons at less than true cost 


This is, at best, a clumsy, hybrid arrangement, involving overwhelming admin- 


istrative difficulties and excessive costs. It impairs the freedom of both the 
government and the private carriers to do their proper tasks well. To safeguard 
public funds, the private carriers would, of necessity, be subject to close regula- 
tion and inspection concerning costs, benefits, actuarial evaluations, overhead 
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expenses, services, and reserves. For the Government and the beneficiary, the 
economies and convenience of a large and uniform system of protection would 
be lost. A wide variety of competing private carriers would properly seek to 
safeguard their own interests as institutions and those of all their policyholders, 
old and young. The determination of a fair subsidy under diverse and changing 
conditions would, I am convinced, lead to endless bickering. Meanwhile, the 
Government would pay more, the beneficiaries would get less, and the private 
carriers would trade freedom for little profit and thankless regulation. 

When the old-age insurance system was inaugurated in 1935, the insurance 
carriers thought for a brief time that they wanted a hybrid plan of “contract: 
ing out.” Under clean-cut separation of Government basic protection and pri: 
vate supplementary protection, both approaches have so reinforced each other 
that “contracting out” has long been a forgotten word. 


(BE) An increase in the level of cash old-age insurance benefits sufficient, on 
average, to meet the variable and uncertain costs of illness in old age. 
Except for the effects of inflation, most of the expenses of the aged are more 
stable from year to year than those of the working population. The costs of 
illnesses are the great exception, in both incidence and amount. Illness in old 
age is likely to be more frequent, but still highly unpredictable as between in- 
dividuals. It is likely to be more costly when it comes. Most difficult to meet 
from level amounts of benefits are the costs of final illness. A level amount of 
benefits that would protect one individual might fall far short for another. To 
raise the level of benefits to meet this risk would be a costly and yet ineffective 
means of protecting the aged. This requires “insurance within insurance.” 


(Ff) The inclusion of basic medical benefits for aged beneficiaries as “insurance 
within insurance” under the OASDI program, with costs averaged over the 
whole working life of all participants. 

The old-age insurance system will soon be a quarter of a century old. It has 
served our people well. It has not undermined free enterprise nor introduced 
“socialism.” It is a practical and economical means of protecting cur citizens 
from dependency, with dignity and as a matter of right. It provides a service 
which only the Government can provide, because the Government can assure 
itself of continuing contributions, can avoid adverse selection, can widely 
average costs, and has the capacity to adjust income and outgo as the welfare 
of the people demands. 

The costs of illness in old age are a properly insurable risk. But they are 
a life risk, since their high incidence and amount are directly related to a stage 
of life which, like death itself, can come but once to each of us. Therefore, as 
a people, we should insure against these costs during our productive years, as 
a part of our insurance against all other causes of dependency during old age. 
But because of their great impact and uncertain incidence within the period of 
old age, these particular costs, at least in basic part, should be met by “insur- 
ance within insurance.” 

Whatever limits may be necessary, to be truly effective, such “insurance 
within insurance” should be measured in terms of the medical care required, 
and not in dollar amounts. There are many ways in which the Government 
can arrange for the provision of such care, once the funds are available. To 
say that the financing of any product or service by Government payments is 
“socialization,” is to consign that meaningless term to a large segment of 
American industry, American education, and American health services in which 
executives, professional men, and wage earners are contributing to the welfare 
of their fellow men with freedom and dignity. 

After 25 years of evolution, the old-age insurance system of this country is 
a tested and effective mechanism for the provision of basic protection of our 
aged citizens against the costs of illness. No other means or mechanism can 
perform this necessary function with as much economy in cost, or with as much 
respect for the needs, rights, and dignity of all concerned. 


Senator McNamara. Thank you, Dean Brown. 

You seem to think that Government and private plans must be 
maintained separately and they would have the best chance for success 
in that way. 

However, the testimony given by the gentleman from Colorado 


indicates that they do use, at least to some limited degree, the services 
of private groups. 
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Dean Brown. That is correct, Senator. I do not consider that as 
intermixture. 

Senator McNamara. You donot? 

Dean Brown. No, because the old-age insurance system, if it pro- 
vides the funds for medical care in kind, can purchase that medical 

care in kind through Blue Cross, Blue Shield, or by such other means 
on a nonprofit basis. 

Senator McNamara. I was just wondering if you were advocating 
this separation to the ultimate. 

Dean Brown. I am talking about the essential underwriting, sir. 

Senator McNamara. I see. I think your statement is justified 
on that basis. 

There is some concern or there has been some concern expressed 
by members of the subcommittee on the danger of the old-age insurance 
system not being able to carry this additional load, that it would not 
be actuarially sound. What is your reaction to that? 

Dean Brown. Sir, it was the intent of Congress, at the time the 
old-age insurance system was developed, to cover a larger and larger 
proportion, if not practically all old people under the social insurance 
benefit system, with benefits as a matter of right, so that a man who 
was normally employed during working life could receive a benefit 
at a matter of right related to his service to the country. It was 
expected that after a period, there would be a crossing of the lines, 
for old-age insurance to take over and for old-age assistance to de- 
cline as old people died. But if old-age assistance—and not insur- 
ance—has to carry medical costs, that line will be kept up and we will 
retrogress, sir, into a condition where relief may begin to mount again, 
and the intent and hope of Congress and of all who supported the 
insurance approach will lose out. 

I feel that it is very important to the survival of the old-age insur- 
ance system and to the effective combination of old-age insurance and 
old-age assistance in this country, that old-age insurance take over 
its full share of the basic medical costs, and that we not retrovert 
to a condition where old-age assistance begins to be the major system 
of meeting the rising costs of medical care in old age. 

Senator McNamara. Do you feel that this proposed one-quarter 
of 1 percent contribution by management and the employees would 
meet this requirement ? 


ACTUARIAL CONSIDERATION 


Dean Brown. Sir, I have served on many councils and have seen 
such expert staffing of the actuarial side of the old-age insurance 
system that I am quite confident that the rate of contribution estab- 
lished will match the benefit structure to assure actuarial equillibrium. 
There will always be estimates of the future, but one of the great 
advantages of the old-age insurance system is that if, over a time, 
there is need for readjustment and Congress so sees fit, that readjust- 
ment can be made. 

I might say from an actuarial point of view, it is infinitely more 
possible to make those forecasts for the people of the U nited States 
as a whole than it is for over 1,000 separate commercial companies 
to try tomake such estimates, sir. 
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Senator McNamara. Since you have been more or less connected 
with the old-age insurance system since its inception, was there not 
a claim some years ago that we were getting too much money in it, 
that it was piling up, and we were soon going to have all the ‘capital 
of the country in it? Did we not reduce our payment, according to 
the schedule, because of the fact that it was accumulating too fast t? 

What is your reaction to that ? 

Dean Brown. There have been criticisms that the reserve would be 
too high, and also that the reserve would be too low 

I feel, sir, that the old-age insurance plan, which is partly “pay a 
you go” and partly reserve, is the logical balance. If vaniantal 
insurance companies should have to set aside, on a full reserve basis, 
all these accumulating contributions, you would have a considerable 
economic problem. Fortunately, the Government system does not 
require full reserve, and, therefore, interferes far less with the total 
economy. 

Senator McNamara. You probably have heard the charge that if 
we go into a plan such as we have been discussing here generally, 
that this will be an inflationary thing, that it will create problems 
for the financing of our operations generally ? 

Dean Brown. I can see no reason to expect that, sir. In fact, it 
is true of most social insurance systems not that it is the primary 
reason for having them, but a secondary fact, that they are compensa- 
tory, and that therefore they tend to stabilize the economy rather 
than cause either inflation or deflation. 

Senator McNamara. Senator Brunsdale, have you any comment 
or question ? 

Senator Brunspate. As I gather from your statement, Dr. Brown, 
your position is that the way to take care of the medical care-hospital 
assistance to those over 65 would be through a social security program 
as we have otherwise now for retirement ? 

Dean Brown. Yes, sir: and it would be, sir, insurance within in- 
surance, and it would be basic. It would be basic and cover such 
services as the Congress decided over against the amount of contribu- 
tions that Congress determined. That, of course, permits many gra- 
dations. I mean, there are many gradations at which point the 
amount of collection shall be enough to cover certain services. 

Senator Brunspate. Thank you. 

Senator McNamara. Thank you very much, Dr. Brown. 

Our last member of the panel is Dr. James Dixon, president of 
Antioch College. 


We are glad to have you here, Doctor. Youmay proceed. 


STATEMENT OF DR. JAMES P. DIXON, PRESIDENT, ANTIOCH 
COLLEGE 


Dr. Dixon. Thank you, Mr. Chairman. 

Perhaps I, too, should indicate what the qualification is of a presi- 
dent of a college to speak to any other matter than faculty salaries. 

I come to my present post after some years of concern both in the 
practice of medicine, the teaching of medicine and the administration 


of public health, and continue to hold a principal concern for the 
human condition. 
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I thought, if I might, Senator, I would briefly summarize the 
comments in my prepared statement. 

I start from one basic assumption, and that is that the facts which 
all of us have had before us concerning the disadvantaged position 
of older people in terms of health services are correct. ‘There is no 
evidence that I know to the contrary, but the evidence all indicates 
that if one uses the health status of the employed person as a norm, 
the older person is disadvantaged relatively and absolutely in terms 
of services and their availability. 

I start also with an assumption that in our particular society, the 
evidence is that we would, on the whole, like to close this gap of 
disadvantage, that on the whole, the evidence is clear that we have 
the knowledge and wisdom to do this if we would develop the kind of 
social invention which would make the application of this knowledge 
and wisdom a possibility. 

It seems to me that there are perhaps two principal obstacles to 
this test. 

The first of these obstacles I think I would call organization, and 
the second obstacle I believe I would call finances. 

I see no obstacles in the field of knowledge. 


GAP IN ORGANIZATION OF HEALTH SERVICES FOR AGED 


The obstacle in terms of organization is a very serious one, because 
in these times it is not possib le for a single person to discover for him- 
self, even in a relatively small, unsophisticated community, all the 
health resources that may be available for him there. Not only is it 
impossible for the consumer to discover these services, but it is almost 
impossible within the framework of the present practice of medicine 
for the physician to do this for his client. 

As a consequence, if we are to meet these obligations in the fashion 
in which Dr. Dacso has already referred to as the need for rehabili- 
tation, we are going to require increasing useful organizations if our 
needs are to be met. 

These in some way will have to supplement the resources of both 
the individual and of the physician and other professional health 
workers that work with him. 

My second point which I regard as an inhibitant of moving ahead 
is 7 ‘tter health services to older people is the problem of financing. 

I do not speak here entirely of the need for further money, but also 
of the need for an organization through which finances can be 
administered. 

Unquestionably there is a need for further funds to be brought to 
bear upon the solution of the health problems of older people. 

In hospitals alone, while the testimony varies, it is clear that per- 
haps upwards of 10 percent of the total hospital cost is really borne 
by those who can pay on behalf of those who cannot pay, and that a 
substantial portion of those who cannot pay are older people. 

It is clear, therefore, that this problem requires the addition of more 
funds as well as a method of organization of the use of the funds. 

I am firmly committed to the principle of provision of service rather 
than indemnity. This, therefore, narrows for me the alternatives 
which are available for the solution of the problem. 
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I share entirely Dean Brown’s feeling concerning the use of the 
social security mechanism as the appropriate device at this point of 
time in our country under the present circumstances to begin to meet 
this problem. 

I have one slight regret, that all of the proposals of which I am 
aware for the use of this mechanism deal essentially with hospital 
services. 

I believe this is necessarily so because the hospital is the most highly 
organized social institution which we have for health. 

Physicians, as such, are not necessarily as highly organized and, 
therefore, it is difficult to work through physicians; but to the extent 
that planning for hospital care overemphasizes only one aspect of the 
problem, and to the extent that the problem of loneliness is almost as 
serious a problem as the problem of health for older people, to the 
extent that we face possible “abuses” of hospitals, because we have no 
other social institution to care for older people, it is for a person who 
has worked in the field of public health with a little regret that I 
acknowledge that this is the place where the programing has to 
start. 

One would hope that in the planning of such programs such incen- 
tives as are possible to improve and encourage broad health planning 
by hospitals would be incorporated. These are the incentives promot- 
ing interrelationship of hospital with nursing home or direct operation 
of a nursing home by a hospital and the incentives encouraging the 
hospital, and I think I must say this, to play the role of physician when 
it is not possible that the role of physician may be played in any other 
manner. 


This is a great deterrent in the present scheme of things for the 
rendition of services. And the kind of financial incentives that will 
permit the hospital to extend itself back in to the total community. 

By this combination of financing and organization, it seems to me 
that we are in a position to move forward every effectively in the 
meeting of the health needs of older people. 


STANDARDS OF HEALTH SERVICES 


I would close my statement with only two other points: 

First, that there is the problem of standards, and that on the whole 
I think it can be honestly said that when it comes to the application 
of standards of health services in this country programs in which the 
sovereign authority of Government at some level is involved, have 
conclusively shown their capacity not only to sustain but to develop 
standards, and they have shown a capacity which is probably better 
than the capacity of any other part of our social structure to do this. 

Therefore, I have no concern that a principal Federal governmental 
responsibility in the care of older people will do anything but improve 
the standards, vastly improve the standards of services adh are 
available. 

I would make one final point, which I think in a way touches on 
some very delicate subjects. 

I think that underlying our whole concept of health services in this 


country is a sort of axiom which says, “No one shall unduly profit 
from the illness of another.” 
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I suspect this is a very real concern in our social planning. 

I suspect that on the whole our capacity to fulfill this kind of con- 
cern is vastly improved by active participation of Government through 
the insurance principle in meeting the health services of older people. 

I cannot help but believe, just as Dean Brown has so adequately testi- 
fied, that this not only brings quality but brings eventual economy in 
the provision of these services. 

Thank you very much. 

(The prepared statement of Dr. Dixon follows :) 


PREPARED STATEMENT OF Dr. JAMES P. DIxON, PRESIDENT, ANTIOCH COLLEGE 


I am James P. Dixon, president of Antioch College, and formerly commissioner 
of health of the city of Philadelphia. It is a pleasure to appear at your request 
to discuss some of the matters pertinent to the development of improved 
services for older people. 

The pertinent facts concerning aging are well documented and need not be 
recited in detail here. They may be stated as follows: 

The population over age 65 is increasing; increasingly, terminal illness and 
death are occurring after age 65; older persons use two to three times as much 
hospital service as younger people; women tend to outlive men; chronic illness 
with physical disability tend to characterize our older years; there is fre- 
quently no place in the home of children or relatives for an older person; 
older people have relatively small incomes, with the particularly sharp drop 
occurring at the point of retirement; if present trends continue, a majority 
of older people will be participating in the social security system by the end 
of the next decade; the growth of voluntary health insurance has been far 
less dramatic in the coverage of older people’s needs than it has been for the 
employed group. 

In my view a society such as ours has both the sufficient need for the wisdom 
and services of older people and sufficient economic resources that there need 
occur no sharp discontinuity between the standards of living and health services 
as a result of growing old. Our concern is for the human condition and its 
improvement. 

There are two principal obstacles which act to diminish the quality and 
quantity of health services for older people: These are organization and 
finances. The complexities of the practice of provision of modern health serv- 
ices, requiring, as they do, not only the central services of the physician, but also 
the assistance of many other workers in the field of health, not only the services 
of the hospital but also the services of nursing home and rehabilitation center, 
have made it virtually impossible for an individual to wisely plan by himself a 
program of services which will meet his needs. These needs are not only to 
maintain health and prevent illness but also to minimize disability when it 
occurs, and particularly with older persons, to find appropriate treatment and 
palliation for chronic illness. Indeed, in many communities the variety of 
possible health resources is so wide that it is beyond the capacity of the physi- 
cian and his immediate coworkers to plan an ideal program for the individual. 

It seems likely, therefore, that we shall have to depend more and more 
upon the more formal social organization to provide these services. Some of 
the organizations which can be used are the hospital, which surely could ex- 
tend itself beyond its own walls, the development of group practice of medicine 
which would permit planning services to be associated with the practice of 
medicine with a group of physicians serving a group of people, improvement of 
the provision of direct services by the Government at all levels. Such improve- 
ments might include more careful organization of medical care services for 
clients of public assistance and an increase in the concern and capacity of our 
public health agencies, both public and private, throughout the country to work 
out coordinated patterns of service. 

There are signs that all of these types of organizational change are in process 
to some degree or other, but they are all seriously handicapped so far as ser- 
vices to older persons are concerned by the absence of adequate finances to 
underwrite needed care. The burden of financing of health services to the 
older person is still being substantially carried by the payments for health 
services of employed groups and the redistribution within a voluntary health 
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plan in the hospital or the practice of a given physician to enable meeting at 
least the minimum health needs of older people. 

While such an endeavor to meet older people’s problems is in the best tradition 
of human charity, it fails to provide sufficient funds to meet the problem and 
it has within it the grave inability to meet the needs of the total aged population 
with an inherent inequity of cost. 

It would seem logical to me that if we are as a nation truly concerned to 
meet health problems of older people, we would do well to include the provision 
of these services within the plan of our present social security machinery. This 
would permit contribution of the individual upon his own behalf through his 
employed lifetime and would give the widest flexibility in administration, pro- 
viding the least likelihood of regional and sectional variations in coverage and 
service. 

It is perhaps somewhat regrettable that the type of service which could be 
first covered by such a mechanism is one which, while for older people a cata- 
strophie financial burden, is really not at the heart of meeting health needs. 
That is to say that the simplest service to provide on a national basis is in- 
patient hospital care. 

Insofar as possible any program to develop the provision of health services 
for older people within the social security system should include the kinds of 
incentive which would call upon the hospital to fulfill an organizational role 
for the health of all citizens in the community. This might be done through 
the inclusion, as has been suggested, of the benefits for ambulatory diagnostic 
services and for home-care services under the supervision of the hospital. 

It is particularly important, in my view, that hospitals be encouraged in the 
direction of operation of nursing home facilities so that their great professional 
staff resources can be brought to bear to serve people in institutions where 
cost of service is relatively low. 

Few people disagree that the social security system could operate soundly to 
provide health services for older people. The disagreements about its use flow 
from general concern about the responsibility of the Federal Government for 
services to people and concepts concerning centralization of authority. Public 
administration of services is concerned that these must be vested in the Federal 
Government. If tax funds are eventually to be needed to meet these services, 
then it is and must be through participation of the Federal Government, for 
some parts of the voluntary insurance system have already declared themselves 
unable to meet this need. 

I believe that there is an implicit axiom that guides our social affairs in 
matters pertaining to health: no one shall profit unduly from the illness of 
another person. The obligations of this axiom, in my view, are best met for 
health services to older people through an extension of the social security sys- 
tem to meet their needs in a fashion which will at the same time encourage 
the development of our social institutions through the incentive of availability 
of adequate funds to maintain a humane standard of quality and quantity of 
services. 


Senator McNamara. Thank you very much, Doctor. 

Have you gentlemen on the panel disagreed in any manner? 

Here it does not appear that you do. 

Would you like to question each other or is there any further 
comment ? 

Dean Brown. I may say, Senator, that the more you study this 
problem the closer you come to unanimity. 

Senator McNamara. There is great evidence of that here this 
morning, because we have what we think are the top people, the ex- 
perts, in this field, in this very distinguished panel. 

If you could reach an agreement. on the major problems that we 
are facing, certainly there is hope that we, in the Congress, in the 
Administration, can reach an agreement on legislation. 

I want to thank you all, if there are no further comments from 
you, for this very fine help. 

Our record is much improved by your being here. 
Thank you each very much. 
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At this point I would like to be made as part of the record a most 
enlightening study on attitudes of the people with regard to govern- 
mental participation in medical care. 


PREPARED STATEMENT BY Pror. WILBUR J. COHEN 


ATTITUDES TOWARD GOVERNMENTAL PARTICIPATION IN MEDICAL CARE 


(By Wilbur J. Cohen, professor of public welfare administration, School of So- 
cial Work, the University of Michigan; Charles N. Poskanzer, associate pro- 
fessor, School of Public Health, State University of New York, Cortland, N.Y. ; 
Harry Sharp, assistant professor of sociology and director, Detroit area study, 
the University of Michigan) 


INTRODUCTION 


Financing the costs of medical care is one of the foremost domestic problems 
in the United States today. During the past 40 years there have been attempts 
at both the National and the State level to enact governmental health insurance 
legislation in the United States. Arguments against public medical care plans 
tend to revolve about problems of possible governmental control of medical 
practice, the interposition of a barrier in the doctor-patient or hospital-patient 
relationship, and interference with the freedom of choice of physician or hos- 
pital on the part of the patient. Proponents of national health insurance argue 
that it is through some nationwide insurance system, applicable to our entire 
population, that the economic burden of illness can be met and a desirable 
degree of utilization attained of what medical science has to offer for the pro- 
motion and preservation of a healthy nation. 

In recent years widespread attention has been given to bills now pending in 
Congress! to provide health insurance benefits to social security beneficiaries. 
This proposal has renewed controversies about the role of Government in financ- 
ing medical care costs. In the fiscal year 1958, all health and medical expendi- 
tures in the United States were $22.7 billion. The share of these expenditures 
met from private funds in the calendar year was $16.4 billion. This amounted 
to $95 for each person in the Nation and was equivalent to 5.2 percent of dis- 
posable personal income. A most significant development is that the proportion 
of disposable personal income spent for medical care has grown from 4 percent 
in 1948 to 5.2 per cent in 1958. § 

A phenomenal growth in voluntary health insurance has occurred in this 
country during the last 20 years. The number of persons having some form of pro- 
tection against hospital expenses as of the end of 1958 was 123 million; 111 
million persons were covered by insurance for surgical expenses; 75 million 
had regular medical “in hospital” expense coverage, and 17 million had “major 
medical expense coverage.” * 

While the coverage provided by the various health insurance companies and 
prepayment plans has become increasingly important to our population and is con- 
tinuing to grow, the benefits paid through voluntary insurance in 1956 accounted 
for only about 25 percent of the total medical bill of the Nation. The proportion 
of hospital services being met by insurance is substantially larger than that for 
physicians’ services; the proportions being about 55 percent and 32 percent, 
respectively... Many voluntary health insurance plans appear to have difficulty 
reaching those segments of our population which need the coverage the most 
(i.e., the aged, rural, and low-income groups) under present financing 
arrangements. 

At the same time that voluntary health insurance has been increasing, public 
expenditures for health and medical care havealso been growing. In 1929 public 
expenditures represented 9.5 percent of all personal health care expenditures ; 

in 1958, this had grown to 21.2 percent.’ 


1The Forand bill, H.R. 4700, is pending in the House Committee on Ways and Means. 
The Kennedy-Hart bill, S. 2915, is pending in the Senate Committee on Finance. Approx- 
imately 20 similar bills introduced by other Members of Congress are also pending. 
2Ida C. Merriam, “Social Welfare Expenditures, 1957-58," Social Security Bulletin, 
October 1959, p. 8. 
*Agnes W. Brewster, “Voluntary Health Insurance and Medical Care Expenditures, 
1948—58,”’ Social Security Bulletin, December 1959, pp. 4—5 and 9. 
wea of Health Insurance Data, 1959. ealth Insurance Institute, New York, 
959, p. ‘ 
5 Brewster, op. cit. 
* Merriam, op. cit. 
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An important consideration in the determination of the means by which medical 
care needs can best be met is the opinion of the consumer of this care. Several 
surveys on health insurance coverage have been made in the past. In this paper 
we present the findings of a national and a local survey as they relate to opinions 
concerning governmental participation in the provision of medical care at low cost 
from doctors and hospitals. 

The data reported in this paper are taken from two surveys conducted in late 
1956 and early 1957. The first study used a national sample of all U.S. residents 
21 years old or older. The second study was based on a sample of all adult 
residents of Wayne County (Detroit), Mich. 

The authors do not claim that this paper represents a comprehensive analysis 
of public attitudes toward governmental assistance in meeting the costs of medical 
eare. Moreover, neither of the above studies was solely an investigation 
of this issue. Both investigations included an identical series of questions 
which dealt with attitudes toward the role of the National Government with 
respect to medical expenses. It is the authors’ hope that an analysis of these 
data may provide some useful insights on the way in which Americans as a whole 
and the residents of a single large metropolitan community view this issue. 
The authors realize that attitudes on this issue may be subject to change. How- 
ever, these data are the most recent available to us and may provide a bench- 
mark for future studies. 

The methodological details of this research and the specific questions which 
were used in both surveys are described at the end of this report. The remainder 
of the paper presents some general conclusions of the analysis and then dis- 
cusses some of the detailed findings. The conclusions presented are based on 
the tables which are included at the end of the report. 













































GENERAL CONCLUSIONS 


A majority of adults in both the United States as a whole and in greater 
Detroit favor governmental assistance in the provision of low-cost medical care. 
In view of earlier research, this finding is not surprising. Several national 
studies? and a 1952 survey of greater Detroit* have shown general support 
for some form of governmental action in the field of medical care. 

A significant proportion of the population have no opinion as to the principle 
or extent of governmental participation. In view of the pervasiveness of medical 
care needs this lack of knowledge should be of public concern. Among those who 
do have an opinion, however, a slightly larger number would increase govern- 
mental aid than believe the current level of aid is correct. Very few adults feel 
that governmental aid should be reduced. 

Both surveys indicate that among most of the general public the positions 
of the two major political parties on the role of Government in medical care are 
difficult to distinguish. Many persons either do not know which party is closest 
to their own views on the issue, or believe that both the Republicans and the 
Democrats are equally close. 


SUMMARY OF Masor FINDINGS 


I 


A MAJORITY OF THE AMERICAN PEOPLE AND THE RESIDENTS OF WAYNE COUNTY FAVOR 
GOVERN MENTAL ACTION TO HELP FINANCE LOW-COST MEDICAL CARE 





Some 55 percent of all adults in the United States believe the Government 
ought to help people get doctors and hospital care at low cost; 25 percent oppose 
such action; and 20 percent are not sure or have no opinion on this issue. Stated 
somewhat differently, of those Americans who express a specific attitude, two 
persons are in favor of such Government support, for every one who is opposed. 

As compared with the United States as a whole, Detroiters are somewhat 


more likely to be in favor of the principle of governmental assistance (64 per- 


7For a summary of some earlier public opinion polls, see Hadley Cantril, ed., Public 
Opinion, 1935-46, Princeton University Press, 1951, pp. 439-443. 

8In 1952 a representative sample of Greater Detroit's residents were asked: “Do you 
think that national health insurance is a good thing or a bad thing for the country?” At 
this time, one-half of the Detroiters thought it was “good” or “very good’; 10 percent 
said it was “fair”; and 40 percent said it was “bad” or “very bad.” These data were 
collected by the University of Michigan’s Detroit area study. 
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cent). They also are less likely to be unsure of how they stand on the matter, 
or to have no opinion at all. 


II 


A SUBSTANTIAL PROPORTION OF THE AMERICAN PEOPLE BELIEVE PRESENT GOVERN MENTAL 
AID FOR MEDICAL CARE IS NOT ENOUGH 


ONLY A VERY SMALL PROPORTION OF PERSONS EXPRESSING AN OPINION BELIEVE PRESENT 
GOVERN MENTAL AID FOR LOW-COST MEDICAL CARE IS TOO MUCH 


One out of every three adult Americans feels that the present extent of 
governmental aid in meeting medical costs is not enough. Only 2 percent of our 
adult population believe the Government is already going too far with such 
assistance. Almost one out of every four adults states that the present level of 
assistance is about right. And fully 4 out of every 10 persons have no opinion 
on the subject, or don’t know. 

Of those who express an opinion, not quite 6 out of every 10 Americans appear 
to be in favor of greater governmental participation, while no more than 3 per- 
cent believe the Government is already providing too much aid in meeting the 
costs of medical care. The remaining 39 percent are satisfied with the present 
extent of governmental assistance. 

Wayne County is quite similar to the Nation as a whole in the proportion of 
its residents who feel the Government is not now going far enough. Detroiters, 
however, tend to be more likely to approve of the present level of governmental 
assistance than are the Americans in general. Conversely, the national popula- 
tion is much more likely to have no opinion on this issue than are Wayne County 
residents. 


III 


AGED PERSONS IN THE UNITED STATES OVERWHELMINGLY FAVOR GOVERNMENT AID FOR 
LOW-COST MEDICAL CARE 


Over 6 out of every 10 Americans aged 65 or older favor governmental aid for 
low-cost medical care. In the age group 21-34, the proportion is 50 percent. The 
likelihood of favoring assistance consistently increases with age. It should be 
noted, however, that the proportion favoring governmental aid is at least 50 
percent or more for every age group. 

The results for the United States are as follows: 


Attitudes toward the principle of governmental assistance 

















l 

Age group Favor Oppose Not sure; no Total | Number of 

power | opin opini on cases 
wile pitta a — engi ES 
Percent | | -ercent 

9 te Oh. hss. dso edded ent, | 27 23 | 100 | 576 
SDA OE Bip tutenbaniivencemmahesn 53 28 | i9 100 | 485 
Oe Wi exwncis . cintedeieenasinall 57 27 16 | 100 | 367 
55 to 64 LS > £5 2a ota tla erates etal 56 25 | 19 | 100 | 257 
Giuiee elie ss. 3scsani.c mls 63 15 | 22 | 100 | 229 





It is significant that the general results presented above are similar to those 
of an independent survey taken in 1957 by the National Opinion Research 
Center of the University of Chicago in cooperation with the Health Informa- 
tion Foundation.’ In the NORC study, Dr. Ethel Shanas reported that a 
majority of aged respondents (54 percent) declared themselves in favor of 
Government insurance paying doctor and hospital bills; a somewhat smaller 
proportion (438 percent) of the older population were not in favor of this. 
Only 3 percent of the sample used in the Shanas research, however, had no 
opinion on this issue. 

Older residents with large medical care requirements clearly would benefit 
from any governmental program. The relationship between increasing age 
and increased approval of governmental aid which is discussed above is 
therefore not surprising. Of perhaps more interest, however, is the absence 


®*Voluntary Health Insurance Among the Aged,” Health Information Foundation, New 
York, January 1959, p. 5. Progress in Health Services, vol. VIII, No. 1. 
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of this relationship in Wayne County. Detroiters over 65 years old are no 
more likely than are very young adults to be in support of, or in opposition 
to, the principle of governmental assistance in meeting medical costs. How- 
ever, since the proportion of all persons under age 65 in the Detroit area 
favoring governmental aid was higher than those in comparable ages in the 
entire United States, it may be reasonable to assume that a 60 to 68 percent 
favorable response represents the effective limit to favorable opinion on this 
subject. It should also be noted that the proportion without an opinion or 
not sure in the Detroit area was somewhat less than that for the country as 
a whole. 

There is a tendency for political “conservatism” to increase with age in 
the Detroit area as elsewhere. The substantial proportion of the older groups 
in favor of some governmental participation in medical care is thus of sig- 
nificance. It indicates that older persons who might otherwise favor a smaller 
role for Government in general make an important exception to this principle 
when it comes to financing medical care costs. 


IV 


SOCIOECONOMIC STATUS AND OPPOSITION TO GOVERNMENTAL AID ARE DIRECTLY 
RELATED 


High income groups, persons with higher occupational status, and Ameri- 
eans with a large amount of formal education are much more likely to be in 
opposition to the principle of governmental assistance in meeting medical costs 
than are persons at the lower income, occupational, and educational levels. 
This relationship holds both for the United States as a whole and the greater 
Detroit area. 

The tendency for lower socioeconomic groups to be highly supportive of 
the principle of assistance is not unexpected; these population groups undoubt- 
edly would receive the greatest improvement in the extent of medical care 
obtained from this type of governmental activity. The magnitude of the 
variation by socioeconomic status is sizable however. For example, one- 
tenth of the adults in Wayne County with less than an eighth grade education 
are against such assistance; residents who have had some college experience 
are almost five times more likely to be opposed to governmental aid. 


Vv 


AMONG THE MIDDLE SOCIOECONOMIC GROUPS THE PRINCIPLE OF GOVERN MENTAL 
AID HAS WIDE ACCEPTANCE 


Both nationally and in greater Detroit, the “middle class’ levels of the 
population are much more likely to favor than to oppose governmental partici- 
pation in medical care plans. In fact, majority opposition to the principle of 
governmental assistance appears only among those residents of Wayne County 
whose incomes exceeded $10,000 in 1956. Slightly less than one-half of even 
the college-educated adults in the United States, or in just Wayne County, do 
not believe that the Government should help people obtain low cost medical 
treatment. Among the professional and managerial group, opinions were 
about equally divided as to whether they favor or oppose such aid. 


‘ 


VI 


THE NATION’S FARMERS ARE IN STRONG SUPPORT OF GOVERNMENTAL AID FOR 
MEDICAL CARE 


Nearly two out of every three farmers in the United States state that they 
are in favor of governmental aid. Farmers are at least as much in support 
of this principle as are urban workers. 


VII 
THE TENDENCY TO FAVOR GREATER GOVERNMENTAL AID DECREASES WITH 
INCREASING SOCIO-ECONOMIC STATUS 


When only those Americans who have an opinion on the matter are con- 
sidered, a majority of the lower- and middle-socio-economic groups support 
greater governmental assistance; in contrast, about one-third of those Ameri- 
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cans with a 1956 income in excess of $10,000 believe greater assistance is desir- 
able. However, only 11 percent of the nation’s high income population feel 
that as of now the governmental assistance in this area is excessive. The 
comparable proportion for Detroit is 16 percent. 


Vill 


AN EXTREMELY LARGE MAJORITY OF NEGROES ARE IN FAVOR OF 
GOVERNMENTAL ASSISTANCE 


The generally lower socio-economic position of Negroes, as compared to whites, 
is Consistent with the strong support which members of this race give to govern- 
mental participation in medical care plans. In the United States, and in 
Wayne County, 8 out of every 10 Negro adults are in favor of governmental aid. 


IX 


SLIGHTLY MORE REPUBLICANS FAVOR GOVERNMENTAL AID THAN OPPOSE IT; 
AT LEAST THREE TIMES AS MANY DEMOCRATS FAVOR IT AS OPPOSE IT 


Political party preference is strongly correlated with attitudes toward govern- 
mental assistance in meeting the costs of medical care. Republicans in the 
Nation and in Detroit are considerably more likely than Democrats to be in 
opposition to aid. Even among the Republicans, however, the number of sup- 
porters of this principle is slightly larger than the number of opponents. But 
Democrats, either in Wayne County specifically or in the Nation as a whole, are 
much more likely to approve than to disapprove governmental assistance. It 
may also be noted that among those with an opinion a rather large minority 
of Republicans (48 percent in the United States and 37 percent in Wayne 
County) feel that the present extent of governmental aid in meeting the costs 
of medical care is not enough. 

There is not much significant difference by party preference with respect to 
those who believe Government aid is excessive. Seven percent of the Republi- 
eans in the Nation think present governmental aid for medical care is too much, 
compared with 4 percent of the Democrats. 


xX 


THE AMERICAN PEOPLE DO NOT THINK OF GOVERNMENTAL AID FOR MEDICAL 
CARE AS A PARTISAN POLITICAL ISSUE 


Even though the political preference of an individual is strongly associated 
with attitudes toward governmental aid in this field, an overwhelming majority 
of Americans, 7 out of every 10, either do not know which party is closest to 
their own position, or feel that the Republicans and the Democrats are equally 
close. Fifteen percent of the adults believe that the Democratic Party best 
represents their position on the issue; and a somewhat smaller proportion (11 
percent) feel that the Republican Party is closest to their wishes. Thus, one- 
quarter of the Nation’s population can clearly distinguish between the Republi- 
can Party or the Democratic Party on this issue, and about one-half of the 
adults in the United States either do not know or have no opinion as to which 
party is closest to their own wishes. These findings for the Nation apply 
almost equally well when only the Detroit area is considered. 

In almost every socio-economic and demographic segment of the population, 
the most common response of those who have an opinion on the subject is that 
no difference is discernible between the Republican and the Democratic positions 
on medical care programs. There is some evidence that adults at the upper 
income and educational levels are closer to the Republican Party on this issue 
than are others; conversely, lower socio-economic groups tend to favor the 
Democratic Party’s position to a greater extent. The major conclusion seems 
clear, nonetheless: Most Americans do not perceive medical care programs as 
an important partisan political issue. 

XI 


A SIGNIFICANT PROPORTION OF THE AMERICAN PEOPLE SAY THEY ARE NOT SURE OR 
DON’T HAVE AN OPINION ABOUT GOVERNMENTAL AID FOR MEDICAL CARE 


Twenty percent of all Americans say they are not sure or have no opinion with 
respect to governmental aid in meeting medical costs; about 40 percent have no 
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opinion or are not sure as to the extent of governmental aid. When asked 
“Are the Republicans or the Democrats closer to what you want on this ques- 
tion, or are they about the same?’ About one out of every two Americans 
either has no opinion or is not sure of his position. The residents of Wayne 
County generally are more likely to state an opinion on this issue than are all 
adults in the United States. 


XII 


A SUBSTANTIAL MAJORITY OF PEOPLE IN THE SOUTH FAVOR GOVERNMENTAL AID FOR 
MEDICAL CARE 


Sixty-two percent of all persons in the South favor governmental aid in meet- 
ing medical care costs; 21 percent of the southerners are opposed. The North- 
sast region of the United States is very similar to the South in this respect. 
In the Midwest and Far West, almost one-half of the adults support the prin- 
ciple of governmental assistance, while 30 and 27 percent, respectively, are in 
opposition. 

In all regions of the country, from 29 to 38 percent of the population believe 
that the present level of governmental aid is not adequate. No more than 1 to3 
percent of the residents of each region feel that the Government is already 
providing too much assistance. 


SouRCcES OF DATA 


The data reported here were collected as a part of two larger investigations. 
Information dealing with the national population was obtained by the political 
behavior program of the Survey Research Center. The facilities of the Detroit 
Area Study, an organization associated with the University of Michigan’s De- 
partment of Sociology and the Survey Research Center, were used in the inves- 
tigation in Wayne County. 

The national survey was carried out in 1956 and completed shortly before 
the presidential election of that year. This research employed a probability 
sample of all adults in the United States. The data from the national study 
which are reported here constitute only a very small part of that undertaking. 
A comprehensive analysis of this investigation will be available shortly in “The 
American Voter,” by Angus Campbell, Philip Converse, Warren Miller, and 
Donald Stokes. We are indebted to these authors for the use of their data. 

The Detroit Area Study’s survey was completed in early 1957, shortly after 
the national survey. This research used a probability sample of all adult resi- 
dents of Wayne County. Similar to the national study, the Wayne County data 
discussed here only a small segment from a larger study of political behavior 
in Greater Detroit. Prof. Daniel Katz and Samuel Eldersveld are analyz- 
ing the results of this survey. We wish to express our appreciation for the use 
of their data. 

Both the national survey and the Wayne County survey used a fixed-address 
sample designed by the sampling section of the Survey Research Center. In 
these investigations interviewers were assigned specific addresses at which to 
call. The respondent at each selected dwelling was chosen at random by a 
procedure over which the interviewer had no control. Substitution of dwelling 
unit Or respondent was not permitted. Checks with U.S. Census data and with 
other independent criteria indicate that the samples are representative of their 
respective research universes, 

- Differences in proportions which are specifically mentioned in the text are 
Statistically significant at the 5 percent level or better. 


THE QUESTIONS USED 


The three questions relating to medical care used in these surveys are as 
follows: 

1. “Now I would like to talk to you about things that our Government might 
do. Of course, different things are important to different people, so we don’t 
expect everyone to have an opinion about all of these. First: The Government 
ought to help people get doctors and hospital care at low cost. Do you have 
an opinion on this, or not?” If the respondent had an opinion, he was asked: 
“Do you think the Government should do this, or not?” 

2. Respondents with opinions on question 1 were then asked: “On the ques- 
tion of the Government helping people get doctors and hospital care at low 
cost, is the Government going too far, doing less than it should, or what?” 
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3. Again, respondents with an opinion on question 1 were asked: “Would 
the Democrats or the Republicans be closer to what you want on this issue, or 
wouldn’t there be any difference?” 

The use of terms such as “compulsory health insurance,” “socialized medi- 
cine,” or “socialism” was purposely avoided in the wording of the questions 
in these surveys. The amount of controversy which has centered on these con- 
cepts in the past indicated that their use in a study of this type would not 
aid in any analysis of the medical care problem. It wus noted in the Detroit 
Area Study’s survey whether or not the respondent used terms such as the 
above; 14 percent of the Detroit residents spontaneously employed the term 
“socialism” or “socialized medicine” in answering the question. Almost all of 
those Detroiters who used these labels were in decided opposition to govern- 
mental participation. 

Moreover, it appears that many Americans simply do not know what the 
term “socialized medicine” means. In a national poll taken by the Gallup or- 
ganization in February 1949, respondents were asked what the term “socialized 
medicine” meant to them. About 40 percent didn’t know, gave no answer, or 
gave incorrect or vague answers.” Moreover, of those replying to a question of 
whether they would approve or disapprove of socialized medicine for this coun- 
try, nearly as many said they approved it as said they disapproved it. These 
data indicate that “socialized medicine” is neither as widely understood nor as 
widely opposed as its opponents believe it to be. 


TABLE 1.—Attitudes toward governmental aid in meeting medical costs, for the 


adult population of the United States, 1956; and Wayne County (Detroit), 
1957 


United States 








Attitudes toward governmental aid Regions of the United States | Wayne 
vaso lace ge gucci nag en | 
total 
Mid- North- | Far South 
west east West 
Percent Percent Percent | Percent | Percent | Percent 
i oS on eats eden tieeee 440 58 48 62 55 | 63 
Not sure, no opinion____.--- Se : 21 19 25 | 17 20 | 12 
CB aiccnenintnaes eae a SE a 30 23 27 | 21 25 | 23 
Pee I vakd hd bidsantnccceenasee (!) (') sliiaderihalieads acai snigiienitiads () 2 
NOt cae Speed eh tens ghishdan aloe 100 100 100 100 100 | 100 
Number of cases............- St eae 598 492 271 566 | 1, 927 | 860 





1 Less than 0.5 percent. 





10 Gallup Survey No. 437, Feb. 9, 1949. Results obtained from the Roper Public Opinion 
Research Center, Williams College, Williamstown, Mass. 


54566—60——-7 
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TaBLE 2.—Aititudes toward governmental aid in meeting medical costs, by 


selected characteristics of the adult population of the United States and Wayne 
County (Detroit) 


Attitudes toward governmental aid for medical costs 


Selected characteristics ro. 
. Notsure, | x Not a ey 
Favor | no opin- | Oppose ascer: Total ber of 
ion | tained | cases 
| a 


INCOME OF FAMILY HEAD 


United States: Percent | Percent | Percent Percent | Percent 
Under $2,000 65 24 ll (‘) | 100 | 
0 eee ae 60 19 21 | 100 | 
7 OD eee eae 50 20 30 100 
I ies enicia:sbliotss totenctonielctoapinaleonde 47 16 37 100 
$10,000 and over 37 19 44 100 

Wayne County: 
Under $2,000- 70 12 15 3 100 

eee 68 15 12 , 100 

$4, 000 to $5,999... - 69 10 19 ; 100 

59 16 25 100 
33 4 61 4 100 





EDUCATION 





United States: 
al ae 
Se EE OD ax axcasiasecasectn tehcbeseipatdeoentehebeniasuneiontbte 
EE eee eae ee 
A 
Wayne County: 
I Oe GUN siscktcmusmceensiieamaae 
bt Se ee | 


NI a ne peek eee 


RACE 





United States: 


OCCUPATION OF FAMILY HEAD 


United States: 
Operatives, service workers, laborers... 
Craftsmen, foremen 
Clerical, sales, kindred workers. - 
Professionals, proprietors, managers, 
officials 
Farmers 
Wayne County: 
Operatives, service workers, laborers... 
Craftsmen, foremen 
Clerical, sales, kindred workers 
Professionals, proprietors, managers, 
Officials 











United States: 
Male _- 
, Female -- 


AGE (IN YEARS) 





United States: 
21 to 34 
35 to 44 
45 to 54 
55 to 64 
65 and over 
yayne County: 
21 to 34 
35 to 44 
45 to 54 
55 to 64 
65 and over 














2 Less than 0.5 percent. 
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TABLE 2.—Attitudes toward governmental aid in meeting medical costs, by 
selected characteristics of the adult population of the United States and Wayne 
County (Detroit)—Continued 





Attitudes toward governmental aid for medical costs 
Selected characteristics : os Ta i ie r ae 
Favor no opin- | Oppose iscer- | Total 

} ion tained 


| ws : 
Not sure, Not | | Num- 
| ber of 


| 
POLITICAL FREFERENCE 
United States: | Percent | Percent | Percent | Percent 
Republican. | 3 | 22 35 | 100 | 
Democratic. . | 18 g 100 | 
Wayne County: | 
Republican. inion ue 16 | ‘ y 100 
Democratic. e 10 > : 100 | 


1 Less than 0.5 percent. 


TABLE 3.—Attitudes toward the present extent of governmental aid in meeting 
medical costs for the adult population of the United States and Wayne County 
(Detroit) 





United States 
Present governmental aid is Regions of the United States 


U.S. Wayn 
total County 


Midwest |Northeast) Far West! South 


Percent 
Not enough 32 
About right_-- 26 
loo much . 3 
Don’t know, no opinion 
Not ascertained. 


Total 


Number of cases -- 





1 Less than 0.5 percent. 


TaBLE 4.—Attitudes toward the present extent of governmental aid in meeting 
medical costs, by selected characteristics of the adult population of the United 
States and Wayne County (Detroit) who have opinions on the topic 


Present governmental aid is— 





Not 
enough 


| j 

About | Too Total Number 

right |} much | of cases 
; ' 





Selected characteristics | 
| 
| 
} 


INCOME CF FAMILY HEAD | 

United States: | Percent Percent | 

Under $2,000 64 | 3 

$2,000 to $3 64 

yy 58 

$6,000 to $9, al 46 | 

$10,000 and over 35 | 
Wayne County: | 

Under $2,000 57 

$2,000 to $3,999__ ES 46 

$4,000 to $5, . 54 

$6,000 to $9, 54 

Seeeee GI OVE. £n cntmemsacdcsas anancdl 20 
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TaBLE 2.—Altitudes toward governmental aid in meeting medical costs, by 


selected characteristics of the adult population of the United States and Wayne 
County (Detroit) 


Attitudes toward governmental aid for medical costs 


Selected characteristics " 
Notsure, Not | Num- 
Favor | no opin- | Oppose ascer- Total ber of 
ion tained cases 








INCOME OF FAMILY HEAD 


Percent | Percent | Percent | Percent 
24 il | 100 
19 21 | 100 | 


United States: Percent 
Under $2 ,000 65 
$2,000 to $ 60 


iS) SL ar ae 47 
$10,000 and over 37 
Wayne County: 
Under $2,000-........ call nie hited 70 
$2,000 to - II sects cen cetipoenneetasenalaai 68 
69 
59 
33 


16 37 100 
19 44 100 


12 15 100 
15 12 100 
10 19 2 100 
16 25 100 
4 61 2 | 100 





EDUCATION 


| 

United States: | 

I OE I io ckies nm eeaneesinhiaclameeite 

SE Rs <nciidedcsstecocienenepeosankamieeadivanated 

BE Es 60. bb nkheeacnenmincwscunusin 
Some college 
Wayne County: 

BS ON BN sino ck concdaemsaceuue 

eI aaa ied dicndaaindisaichs cadinlinsieanaae eee 

SP Ii cnatinicignciteertnhinmngiacineinaimniongnameiael } 

TNT IN ces ans cnmctnlen whieh inn beei eb etead 


oe 

$4,000 to $5, 50 y 20 30 100 
| 
| 





RACE 
United States: 
White 


Wayne County: 
White 
i ae 


OCCUPATION OF FAMILY HEAD 


United States: 
Operatives, service workers, laborers-- 
Craftsmen, foremen 
Clerical, sales, kindred workers.- - 
Professionals, proprietors, managers, 

officials _ - - 

Farmers 

Wayne County: 
Operatives, service workers, laborers. - 
Craftsmen, foremen 
Clerical, sales, kindred workers - -- 
Professionals, proprietors, managers, 








United States: 
Mal 


Wayne County: 


Female 





AGE (IN YEARS) 


United States: 
21 to 34 
35 to 44 
45 to 54 
55 to 64 
65 and over 
Wayne County: 
21 to 34 
35 to 44 
45 to 54 
55 to 64 
65 and over 








1 Less than 0.5 percent. 
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TABLE 2.—Attitudes toward governmental aid in meeting medical costs, by 
selected characteristics of the adult population of the United States and Wayne 
County (Detroit )—Continued 


Attitudes toward governmental aid for medical costs 


Selected characteristics | 
| | Not sure,| Not | Num- 
| Favor no opin- | Oppose | scer- 
| } ion tained 


' 
POLITICAL PREFERENCE | 
United States: | Percent Percent | Percent | Percent | Percent 
Republican. sia being 43 | 22 | 35 | 1 100 | 
Democratic. 63 | 18 1g 100 | 
Wayne County: | 
Republican. eat P 16 | 38 | : 100 
Democratic. ee ; 10 | 12 é 100 


1 Less than 0.5 percent. 


TABLE 3.—Attitudes toward the present extent of governmental aid in meeting 
medical costs for the adult population of the United States and Wayne County 
(Detroit) 


United States 


Present governmental aid is— | Regions of the United Sta 
Wayne 


County 


Midwest |Northeast) Far West 


| Percent | Percent | Percent 
Not enough 39 38 . 
About right--. 2% 23 
loo much . 3 9 
Don’t know, no opinion ‘ 2K 
Not ascertained- | 1 


Total 


Number of cases - . 





1 Less than 0.5 percent. 


TasBLE 4.—Attitudes toward the present extent of governmental aid in meeting 
medical costs, by selected characteristics of the adult population of the United 
States and Wayne County (Detroit) who have opinions on the topic 





Present governmental aid is— 
Selected characteristics 7 | 5 | 
Not About Too ‘otal Number 
enough right much | of cases 


INCOME OF FAMILY HEAD 


United States: Percent Percent 
Under $2,000 64 | 33 
$2,000 to $3 64 33 | 
$4,000 to $5, 58 37 | 
Be 20 Cie ncsonnactccccenenudenecel 46 51 
$10,000 and over....-.---....-. ‘ima hie 35 | 

Wayne County: | Saal 
Under $2,000 { 57 

I U0 MEE, sen concasensctinetadndlael 46 
Se PE os. cacksiekinenencieceal 54 
$6,000 to $9,999__._- icceaicnisiraceiaac cilia eae 54 
$10,000 and over | 20 
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TABLE 4.—Attitudes toward the present extent of governmental aid in meeting 
medical costs, by selected characteristics of the adult population of the United 
States and Wayne County (Detroit) who have opinions on the topic—Con. 


Present governmental aid is— 


Selected characteristics i | 
Not About | Too Total | Number 
enough right much | of cases 





EDUCATION 
United States: | Percent | Percent Percent Percent 
8 years or less___- ahd baeatecntneee ein 67 30 3 100 
DE Ae: SR Sabin gcbaiake suns eckbicwndens 62 36 100 
54 40 | | 100 
Some college.....-.--- | 44 50 100 
Wayne County: 
EG WI ccna ccene 2 | 57 41 100 
58 37 100 
46 45 9 | 100 | 
32 54 100 | 








OCCUPATION OF FAMILY HEAD 


United States: 
Operatives, service workers, laborers_ -| 
Craftsmen, foremen_-_-_.._____-- 
Clerical, sales, kindred workers | 
Professionals, proprietors, managers, | 
officials... 
Farmers. -......-- 
Wayne County: 
Operatives, service workers, laborers 
Craftsmen, foremen 
Clerical, sales, kindred workers___.--.-| 





Professionals, proprietors, managers, | 
officials ; | 


United States: 
Male 


Wayne County: 
Male 





aaa inane 





POLITICAL PREFERENCE 





United States: 
EOIN issn m en erendabeieaias su 
Democratic 

Wayne County: 
Republican 
Demowetis...............- 
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TABLE 5.—Attitudes toward the positions of the political parties on the principle 
and extent of governmental aid in meeting medical costs, for the adult popula- 
tion of the United States and Wayne County (Detroit) 


United States 






a a ee a 1S. | Wayne 
| total | County 
| Midwest |Northeast|Far West | South | | 





Percent | Percent | Percent 








Percent Percent | Percent 

TOOUE 6. on Sanne deanmnicccan ‘ ‘ 12 |} 16 | 5 8 | ll 9 

Either party_-_---- ose bhetlissscma acim ate 26 | 23 16 20 | 22 32 

Democratic. -_-- saat desk cco nccisinasnlah doe ‘ 12 17 13 17 | 15 17 

No opinion, don’t know __.....-.------.-- 50 44 66 54 | 51 39 
Not ascerteiied..............<.- se samenaiae (1) (1) (1) (1) | (1) | (1) 

ihn 22 ote he es ee 100 100 100 100 | 100 | 100 
itbhaieieiey einai a 59% 492 27 566 ~~ 4,927 : 















1 Less than 0.5 percent. 





TABLE 6.—Attitudes toward the positions of the political parties on the principles 
and extent of governmental aid in meeting medical costs, by selected charac- 
teristics of the adult population of the United States and Wayne County 
(Detroit) who have opinions on the topic 


Party whose position is most approved 


| 
i 


Republi- Either Demo- Total Number of 
can party cratic i | cases 






INCOME OF 





FAMILY HEAD 



























United States Percent Percent 
Under $2,000__...- : : ‘ 17 54 29 LOO 129 
$2,000 to $3,999_....___- Z 21 46 33 100 194 
$4,000 to $5,999___ ‘ or = 20 44 36 100 309 
$6,000 to $9,999___ Ts : : 30 46 24 100 161 
$10,000 and over. ._.-. $2 l 17 100 64 
Wayne County 
Under $3,999...........-. : 13 63 24 100 131 
$4,000 to $5,999... _- Se 12 53 35 100 | 179 
$6,000 to $9,999___.._- eee 1S 48 34 100 129 
$10,000 and over. --- Sad ‘ 17 


EDUCATION 






United States: 
8 years or less_._-_. 7 18 |} 49 33 100 253 


9 to 1l years....... jctemad 15 | 49 | 36 100 | 169 

12 years cated 7 as 23 | 49 28 | 100 | 287 

Some college__- i L hide 35 | 36 | 29 | 100 205 
Wayne County: | | 

8 years or less_........--. a‘ 2 a" 8 60 32 100 168 

9 to 11 years- . ‘ sida : 15 54 31 100 107 

12 years__- PELE IRS IS AS i 21 55 


Some college 


United States 


Weeiciewaon nai : x 24 46 30 100 | 853 
Negro... a caked see 14 42 | 44 | 100 64 
Wayne County: | 


oer as 59 16 54 30 100 | 391 
eee A =e 
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TABLE 6.—Attitudes toward the positions of the political parties on the principles 


and extent of governmental aid in meeting medical costs, by selected charac- 
teristics of the adult population of the United States and Wayne County 
(Detroit) who have opinions on the topic—Continued 


Party whose position isfmostfapproved 


Republi- | Either | Demo- | Total 


|} Number of 
ean party | cratic 


| eases 


OCCUPATI OF F LY HEAD 1 
United States 

Operatives, service workers, laborers-_-- ( 47 | 
Craftsmen, foremen oe | 50 | 
Clerical, sales, Kindred workers 3 3 


Professionals, rietors, Managers, 


© workers, abo 


dred workers 


proprietors, Managers, 


Female._- 
Wayne County 
Male__- 
Female... 


United States 
21 to 34 
35 to 44_. 
45 to 54 
55 to 64_- ? 
65 and over. 
Wayne County 
21 to 34_- 
35 to 44 
45 to 54....-- 
55 to 64 A 
65 and over. 


POLITICAL PREFERENCE 


United States: 
Republican_.__----- 2 | ) 100 267 
Democratic.....-.--.-.- pelea aeeg aObics | 2 | 5: 100 | 410 

Wayne County: | 
Republican ite el 39 | 54 | 100 | 138 
Democratic_-.-- oie ee 100 | 268 


The subcommittee will recess until 10 o’clock tomorrow morning. 


(At 12:01 p.m., the subcommittee adjourned until 10 a.m., Wednes- 
day, April 6, 1960.) 
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WEDNESDAY, APRIL 6, 1960 
U.S. Senate, 


SUBCOMMITTEE ON PROBLEMS OF THE AGED AND AGING, 
ComMiITTEeE ON LaBor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met at 10:10 a.m., pursuant to recess, in room 
4232, Senate Office Building, Senator Pat McNamara (chairman of 
the subcommittee) presiding. 

Present : Senators McNamara (presiding), Clark, Randolph, Dirk- 
sen, and Brunsdale, members of the subcommittee. 

Also present: Senators Williams of New Jersey, Goldwater and 
Javits, members of the committee. 

Subcommittee staff members present: Sidney Spector, staff di- 
rector, and Harold Sheppard, research director. 

Committee staff members present: Stewart E. McClure, chief clerk; 
Robert W. Barclay, professional staff member; Michael Bernstein, 
minority counsel; Raymond Hurley and John Stringer, minority 
professional staff members. 

Senator McNamara. The hearing will be in order. 

Senator Williams of New Jersey apparently is not in the room. 
He requested that he be heard for about 5 minutes at the start of the 
hearing this morning. Apparently he is not present. 

We will hear from Mr. James Carey, president, International 
Union of Electrical, Radio & Machine Workers. 

We are glad to have you here this morning. 

Mr. Carey. Glad to see you, Senator. 

Senator McNaatara. We know you are very interested in this mat- 
ter of the problems of the aged and aging, and we are very glad to 
have your testimony. You may proceed in your own manner. 


STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, IN- 
DUSTRIAL UNION DEPARTMENT, AFL-CIO, AND PRESIDENT, 


INTERNATIONAL UNION OF ELECTRICAL, RADIO & MACHINE 
WORKERS 


Mr. Carry. I appear here as secretary-treasurer of the Industrial 
Union Department, AFL—CIO—composed of 65 unions with an in- 
dustrial union membership of 7 million—and as president of the 
International Union of Electrical, Radio & Machine Workers. 

I am grateful to this committee for this opportunity to present the 
views of industrial labor on the most important subject of health 
care for the elder citizen. 
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We have a deep and abiding interest in this matter because it af- 
fects our members so deeply, and because it involves the welfare of 
the overwhelming majority of Americans. I congratulate this com- 
mittee on its decision to hold hearings on the problem of providing 
adequate health care for the aging : and the aged. 

Your committee has helped to bring the problem of America’s 
elder citizens into sharp focus. We are hopeful that its work will 
bring forth legislation which will improve the material, health, and 
social status of those whose work years are past. 

There is no doubt in our minds that the Nation in general, and our 
elder citizens in particular, owe a debt of gratitude ‘to this subeom- 
mittee and its chairman, Senator McNamara. 

Before addressing myself to the problem of health care, I would 
like to talk for just a moment about the st atus of our over-60 citizens, 

There are now over 16 million citizens in this group; about 9 per- 
cent of our total population. Because of the increasing span of life, 
this number is increasing rapidly and there will be about 20 million 
15 years from now. 

Not only will more of us be in the 65-and-over age category, but 
those of us who reach the now-accepted retirement age will live 
longer. For millions of Americans, there is great anxiety about the 
kind of life they will be required to live after reaching the age of 
retirement. 

There has been much talk about the psychological aspects of retire- 
ment, and I am not questioning the difficulties of adjustment. But, 
if problems of ms housing, health care, and recreational facilities 
are solved, the problems of psychological adjustment will be consider- 
ably eased. 

In 1957, Dr. Harry J. Johnson, president of the Life Extension 
Foundation and a former Columbia professor of medicine, reported 
the results of a study in an article in a national business publication. 
Dr. Johnson found that only 47 percent of those approaching retire- 
ment looked forward to it with any measure of pleasure. 

Contrary to the view so often heard, the hie problem of retire- 
ment—according to Dr, Johnson—was not having something to do. 
This authority, in fact, found that there is little or no proof that 
people degenerate in retirement—that they “deteriorate and die 
within 2 years or so.” He found rather that most retirees develop 
new interests and that the “typical man who is retired is not idle and 
not bored.” 

The two most important considerations in retirement, according to 
this, study, are finances and health. Given reasonable health, the 
years after retirement can be golden provided that there is adequ ite 
income. According to Dr. Johnson, those having incomes of $5,000 
a year or more in retirement are generally happy. 

What struck us most forcefully— 


he said— 


was that money seemed to be a very important consideration, so far as happi- 
ness in retirement goes. We found 85 percent of those who claimed to be un- 
happy, bored, etc., were those with incomes of less than $5,000 a year. Only 


6 percent of those with $5,000 or more of income said they were unhappy in 
retirement. 
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Investigation shows that the majority of our retired elder citizens 
depend almost entirely upon Federal old-age insurance benefits for 
selection: While people seek desperately to put a few dollars aside 
for their old age, only one person in six who retires at age 65 has as 
much as $5,000 in savings. 

Thanks chiefly to old age retirement benefits, the poor farm is be- 
coming a horror of the past. Today, almost all American workers 
are covered by our social security system which has become an im- 
portant part of our way of life and our economy. 

But benefits are still woefully low. Nonetheless, as the figures 
gathered by the staff of this subcommittee show, social security pay- 
ments are the mainstay of most of our elder citizens who have retired 
from the labor market. 

The situation would be worse were it not for the private pension 
plans that labor has been able to negotiate to supplement social 
security income. Success in this area has helped in the drive to win 
liberalization of Federal old age benefits. 

We feel that we have a right to be proud of our record in the pension 
field, although we fully recognize that there is a long way to go. 
Actually, we are credited with having achieved much more than has 
been accomplished. Contrary to popular belief, most Americans do 
not have the benefit of private pension plans. 

In 1958, private pensions contributed but $1.5 billion to the income 
of the over-65 age group. Total income of this group was $30 billion. 
It would have been far less had not nearly one-fourth of the men and 
women past 65 been engaged in gainful employment. These em- 
ployed received almost 40 percent of all income of the total group. 

The harsh facts prove that most of the aged have very inadequate 
incomes. Many are forced to depend upon various kinds of govern- 
mental assistance programs. Few live in luxury and only a minority 
live in what might be called relative comfort. 

I would like to make one additional point while talking about in- 
come. While some of the retired do not receive Federal old age 
benefits under the social security program, the big majority of the 
retired do. 

As time goes by, an even greater percentage of the over-65 age group 
who leave the labor market will be covered, as the law takes its 
natural course. 

This is the best answer to the medical profession and others who 
allege that gearing health care for the retired to social security dis- 
criminates in some way against the neediest retired who do not even 
have old age benefits. 

This minority, in many cases, can be covered easily enough by the 
proper kind of legislation. The evidence at hand shows conclusively 
that the best way to assure nondiscriminatory coverage is through the 
use of our already established social security machinery. 


AGED CANNOT AFFORD MEDICAL CARE 







The statistics are always dry but the story behind them is one of 
heart-rending human waste and tragedy. To deny help in medical 
care to the great majority of these on the grounds that a few will be 
discriminated against is pure hokum. What the American Medical 
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Association, the insurance firms, the administration and others want 
is discrimination against all of our elder citizens—to deny them the 
right to the humane and decent medical care they need and which our 
society can so readily afford, 

I charge that these gentlemen are calloused by their own creature 
comforts and that they have forgotten the first principles of hu- 
manity—if indeed they ever knew or understood them at all. 

Almost a third of all men 65 years of age and over—including 
those who hold employment of some kind—have incomes of $1,000 or 
less. In 1956, about 75 percent of all couples with the head of the 
household over 65 lived by themselves. The median income for these 
couples—about 3 million of them—was slightly over $2,000 a year. 

In view of the income picture, it is not at all surprising that the 
greatest fear of our older citizens is failing health. Among the over 
65 group health and sickness are a constant subject of conversation. 
Yet, this group denies itself medical care more, perhaps, than any 
other. The reason, of course, is simple—medical care is the one thing 
they can least afford. 

Major illness requiring hospitalization or lengthy treatment is al- 
most as much feared for financial as for physical reasons. The medi- 
cal profession may proclaim to the rooftops that it adjusts its fees to 
the circumstances of the aged, but whatever may be charged is far too 
costly for the overwhelming majority. 

In any event, this in no way affects the overwhelming hospitaliza- 
tion and convalescent home care charges that afflict so many of our 
elders. 

Nor should our older citizens be dependent upon the doubtful char- 
ity of the medical profession. It is time that we recognized adequate 
medical care as the fight of all who need it—especially our elder 
citizens. 

The Life Extension Foundation survey that I mentioned earlier 
had a look at manual workers having an average income of $2,000 
upon retirement. Thanks to both social security and added income 
from union negotiated pensions, as a whole this group was somewhat 
better off than most retirees. In common with most retirees, the 
greatest fear was ill health and its attendant costs. 


They found— 
Dr. Johnson, of the foundation, reported— 


that this ($2,000) was not enough to do more than just barely keep them 
going. They expressed real concern: Should they become sick, or their wives 
become sick, what would happen to them? 

Health, of course, becomes increasingly important with age. Such 

is our society, however, that we cut off the possibilities of adequate 
health care just when it is most needed. The situation would be sim- 
ply absurd were it not for its tragic implications. 
Most of us would not deny adequate medical care to our sick pet 
dog—as the thriving businesses of our veterinarians show. Yet, there 
is remarkable unconcern in the high places with the pressing medical 
care problems of the aged and aging. 

The studies show that chronic illness is far greater in the over 65 
age group than in all others. Failing sight, hearing, heart problems, 
arthritis, cancer, mental illness, di: abetes—these are the illnesses of the 
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porn citizen. They are not health problems that can be treated 
‘asually and they are precisely the kind of problems that cause heavy 
fn ancial drain. 

It is no wonder, then, that the aged require greater health and 
medical care than the younger among us. National health survey 
data show that the over 65 age group uses twice as many hospital days 
as the general population, and 40 percent more hospiti al visits. 

In this situation, it is no wonder that our unions have sought to 
extend their health and welfare programs to cover retired members. 
We have met strong opposition from the employers who point to costs 
as their reason for resisting such coverage. 

I would like to talk about some of the situations we have uncovered 
among our own members in the IUE. We negotiate with almost 500 
different companies and our membership is a good cross section of 
the average American. 

The IUE has an economic program which it proposes in negotia- 
tions with the employers where it holds bargaining rights. Part of 
that program seeks protection for older wor kers. LUE, for example, 
seeks to improve existing pension plans and to negotiate plans in the 
new plants that we organize. 

Our major concern is to assure our members a life reasonably free 
of financial worry after retirement. We know that we have a long 
way to go, and we intend to keep on working at this important task. 


SAVINGS WIPED OUT BY CHRONIC ILLNESS 


Our files reveal what happens to a man after retirement when sick- 
ness hits. We have a lifetime member at Pittsfield, Mass., now about 
83 years of age. This worker scrimped and saved to amass a few 
dollars for his old age. 

As it so often does, chronic illness hit this aging worker. Over a 
period of 8 years, he was compelled to spend over $8,000 in medical 
bills, wiping out the savings of a lifetime. 

The time came when he could no longer fend for himself. He 
talked with his union representative and almost in tears declared that 
he just couldn’t stand the idea of going on relief. 

“Up here,” he told the union representative, ‘ ‘once you go on relief, 
you've lost all your self-respect. Everybody looks down on you. 

Yet, this is the alternative we now offer to many of our elder citi- 
zens. It is inhuman, and it is more costly than any program of health 
insurance geared to our social security system. If the best that our 
America can offer to the veterans of its industry is a miserable relief 
handout, we ought to forgo our claim to free-world leadership. 1, 
for one, do not think that the people of the free land will settle for 
any such solution. 

IUE’s files contain many such instances. I do not intend, how- 
ever, to recite case histories before this subcommittee which, by now, 
has a full file of its own. 

My union has a contract with the electrical division of the General 
Motors Corp. covering some 25,000 members. In 1955, that company 
agreed to extend coverage of the health plan—a Blue Cross-Blue 
Shield arrangement—to pensioners and their families if the retired 
workers themselves would pay the cost. 
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The cost of coverage for a man and his wife to pensioners is $11.35 
a month, in Dayton, Ohio, where the union represents the workers 
employed in the Frigidaire and Delco plants. 

At General Electric, our union was successful in negotiating in 1953 
a lifetime maximum of $1,500 to cover hospital and surgical needs of 
a pensioner and his spouse if the pensioner had 15 or more years of 
service. Once the cost went above $1,000, however, the pensioner’s 
already reduced life insurance would be further cut by $500. 

At Westinghouse, we obtained an agreement from the company 
under which it provides up to $750 for lifetime hospital and surgical 
coverage for a pensioner and his wife. 

Westinghouse’s price tag was high. It insisted on this contract 
language: 

As such benefits are paid, a corresponding reduction will be made in the 
amount of your life insurance. 

Thus, insurance coverage already reduced on retirement, was 
further reduced by the amount spent for hospital and surgical care up 
to the $750 maximum. 

Yet, these two companies are viewed as pioneers in providing medi- 
cal care for their pensioners. While IUE does have a few plans 
where pensioners are covered for health and welfare, their number 
can be counted on the fingers of one hand. 

Nor is LUE alone. Employers have, on the whole, shown remark- 
able unconcern with the health problems of their retired workers. I 
might add here that health care plans for workers in general have 
been won in industry only because of union persistence. 

Even if our unions were able to win health insurance coverage for 
all workers covered by union contracts at the time of their retirement, 
the problem would not even begin to be solved. 

In the first place, at least 13 million of the present 16 million now in 
the over-65 age group would not be affected, and there is no reason 
to expect much future change. 

Just as private pension plans are not considered a substitute for 
old-age insurance benefits, neither are private health plans a sub- 
stitute for an overall insurance approach. 

The social security system has not prevented the development of 
private pension plans. Minimum wage legislation has not prevented 
the Nation from developing wage structures far superior to anything 
required by law. 

We are exceedingly fortunate in this country in our approach to 
our social problems. Generally, we legislate for the minimum con- 
sidered satisfactory. We supplement this with voluntary action; 
through collective bargaining, community action, and voluntary as- 
sociations of various kinds. This is a unique approach that has 
worked well and should be continued. Its basis is legislation making 
certain that there is an effective minimum. 

This is the approach that must come in the field of health care 
for the aged and the aging. It is an American approach which rec- 
ognizes the responsibility of all for the welfare of our elders. It is 
one which does not deny in the least the validity of voluntary action. 

The gaping holes in medical care for our elder citizens is the best 
reason for legislation in this field. A Health Insurance Foundation 
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survey of 3 years ago showed that fewer than 40 percent of the over- 
65 group had health insurance of any kind. Many of these policies 
were entirely inadequate and 16 percent of those entering hospitals 
under their supposed protection had none of the costs covered. 


RISING COST OF VOLUNTARY HEALTH INSURANCE 


The costs of voluntary health insurance programs have continued 
to rise at the rate of about 10 percent per year. It now costs about 
$15 per month for the average retiree to cover himself and his wife for 
Blue Cross and Blue Shield. When that retiree has little more 
than his Federal old-age benefits for sustenance, this becomes an 
impossible price tag. Dependence upon this approach is far more 
expensive to the average citizen over the longer pull than programs 
jointly financed by employer and employee through a small social 
security levy which is universally shared. 

Quite obviously, most older people cannot afford the costs of volun- 
tary health insurance whether of the Blue Cross variety or that pur- 
chased from commercial insurance carriers. 

It is distressing to note the position of the Eisenhower administra- 
tion which seems intent upon studying this problem to death, and 
which opposes any social security approach to the problem. 

The President has not hesitated to use all the benefits of state 
medicine provided to his office. He is living proof, in fact, that good 
medical care can be provided in this fashion. Why the President 
seems to feel that outright “socialized” medicine is good for him, but 
that limited health coverage through the social security system is 
bad for our older citizens is beyond my understanding. 

If the President is right, our entire social security system is evil. 
In fact, the arguments used today against social security health cov- 
erage for our elders are no different from those used against old-age 
benefits 25 years ago. 

Time has proved the worth of our social security system, and not 
even the American Medical Association nor the National Association 
of Manufacturers openly attacks that system today. They would be 
laughed out of court were they to proclaim that the social security 
system—which has done away with the poor farm treatment of our 
elders—has weakened the country. 

I cannot understand the mentality that says that a health care pro- 
gram is bad just because it is financed through a national pooling 
arrangement involving the Federal Government. Why the dollars 
that go into such an arrangement are any different from those paid 
out under private arrangements has never yet been spelled out 
understandably. 

The other day I received a press release from the Health Insurance 
Institute for the Pension Research Council—at least that’s the way 
it was headed. The release covered a book entitled, “Insuring Med- 
ical Care for the Aged.” While I have not read the book, you may 
be sure I read the press release carefully. ; 

The author, a Mr. Spiegelman, is associate statistician for Metro- 
politan Life and you may easily guess where he stands. Mr. Spiegel- 
man admits that there are big gaps in the Nation’s health care for the 
aged, but urges caution. 
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Somehow, according to this author, “a large-scale insurance pro- 
gram under Government sponsorship such as one for the aged” may 
produce “appreciable dislocations in medical care services * * *,” 

I may be naive but I think this gentleman and his insurance com- 
panies have an axe to grind. I fail to see why any large-scale insur- 
ance program under the sponsorship of Metropolitan Life would be 
much different except that 1t might be more costly. 

Mr. Spiegelman asks that individuals, labor unions and commu- 
nities “maintain a broad perspective with regard to medical care in 
old age.” 

Speaking for industrial labor, I assure Mr. Spiegelman that we 
have maintained a broad perspective. Our conclusions are not lightly 
drawn. The facts cry out for action now, not in some far-off by-and- 
by when the cost of insurance company schemes are brought within 
the reach of the average retired citizen. 

Mr. Spiegelman is singing the same old song. He would have the 
individual plan for his later years, taking into account “the purchase 
of life insurance and health insurance.” 

If this is the answer of the insurance companies and the medical 
profession, it is a poor reply indeed. 

The harsh facts of life make a mockery of this proposal. 

The high costs of health coverage are far too great for most pen- 
sioners to bear. 

Voluntary and commercial health insurance plans have proved 

inadequate and the time has come for a better answer, That answer 
ins in our social security system, and it is one that is well in reach. 

An answer put forth by our Secretary of Health, Education and 
Welfare envisaged direct subsidy from the Government to insurance 
companies to pay the cost of health policies for the aged. This 
would simply bring an expensive middleman into the act and make 
coverage more expensive. It would amount to a direct Government 
subsidy to business. Evidently, there are some in the high places 
who feel that a system financed through social security taxes is un- 
American but that big business is as American as mother’s apple pie. 

Even this woefully inadequate proposal of HEW Secretary Flem- 
ming has failed to earn the administration’s support. Again the 
administration appears to be taking the position that the problem 
doesn’t exist if it is ignored, that, anyway, welfare for the people is 
wasteful and sinful, and that it might unbalance the budget. 

So far as I personally am concerned, the administration’s shame- 
ful surrender to the American Medical Association and to the insur- 
ance’ companies is an outright betrayal of the needs of America’s 
16 million elder citizens. As these citizens ponder their fate, they 
will know full well who to thank for their plight. 

Contrary to the administration, the time for study is long gone. 
More studies will simply prove that the misery remains, that the job 
is a massive one and that only Federal action can begin to provide a 
solution. 

Our elder citizens have had quite enough of politically motivated 
studies. Almost literally, it might be said, they are sick of studies. 
One more White House Conference on the Problems of the Aging 
will only show once again that the health needs of the aging are still 
being neglected. We cannot w ait for more conferences and more sta- 
tistics. The figures are in, and it is time for action. 
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NEED TO ENACT HEALTIL INSURANCE LEGISLATION NOW 


L am very happy to learn that the chairman of this subcommittee 
has called for legislation now to provide a balanced program of health 
services for America’s elder citizens through the social msurance 
system. 

Such a program is badly needed and I hope that the results of this 
hearing will be progress in legislation required to provide for the 
health needs of our senior citizens. 

‘The most immediate needs of the aged and the aging are for hos- 
pitalization, surgical benefits, nursing home care and the services and 
drugs that are required by hospitalized individuals. 

To meet immediate needs, such legislation ought to provide for up 
to 60 days of hospitalization in semi-private rooms in a single year; 
payment of surgical fees; cost of inhospital drugs, X-rays, diag- 
nostic services and other inhospital services; up to 60 days of nurs- 
ing home care where necessary for recovery from illness or surgery 
requiring hospitalization; minor surgical work performed in a doc- 
tor’s office; and oral surgery performed in hospital by a dentist. 

Such a program would go far toward meeting the medical care 
needs of our elders. In essence, this is the proposal contained in 
H.R. 4700 on the House side. Similar bills have been introduced 
in this Chamber by Senators Kennedy, Humphrey, Hart, and others. 

The program would retain freedom of choice in as great a measure 
as any voluntary health insurance scheme or commercial insurance 
plan. It would permit those covered to choose their own surgeons, 
re a and nursing homes. In view of this, the opposition of the 
medical profession appears to be based more upon the retention of 
some fancied economic privilege than upon any threat to doctor- 
patient relationships. 

The cost of this proposal has been estimated at a billion dollars 
annually. With an economic growth rate of only 3 percent, the 
wealth of the Nation is expanded by $15 billion annually at the 
present time. Obviously, the cost of this essential program will 
represent little hardship to the Nation at large. 

In passing, it might be well to note that if all the aged are to be 
covered by voluntary plans or insurance company plans, the costs 
would be substantially greater. 

Further, the burden would fall entirely or largely upon the aged 
and the aging who are least able to pay. The social insurance ap- 
proach is not only the better way, it is the more economic way as 
well. 

The billion dollars needed to finance such a program could be raised 
by increasing the social security tax by only one-fourth of 1 percent 
on the first $4,800 on both the employer and the worker. The cost, 
in other words, would at most be $24 per year, or $2 per worker per 
month—a maximum of $1 upon each worker and $1 for each worker 
upon the employer. 

This is hardly exorbitant, and almost all workers appear willing to 
bear the costs in view of the ultimate benefits. Seah an approach 
is far preferable to a cost of $150 annually to a retired couple who 
cannot possibly afford such an insurance charge. 

In war, America long ago learned that she must spread the burden 
equitably. So far as I am concerned this is war—the only war really 
worth while. This is part of the war upon misery, pain, and fear. 
Industrial labor is ready to bear its share of the costs. 
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I would like once again to thank this committee for hearing me out. 
The industrial union department and all labor wish you Godspeed 
in your deliberations. We pray only that they will be fruitful for 
our elder citizens and we know that sound legislation along the lines 
presented in this testimony will—like social security itself—be good 
for all America. 

Thank you very much. 

Senator McNamara. Thank you, Mr. Carey. The testimony you 
have given here today will be very helpful to the committee. 

Are there any comments or questions ? 

Senator Dirksen. Mr. Chairman, I think we ought to ask Mr. Carey 
to stand by and we ought to hear from Secretary Flemming first. 

Mr. Carey. I will be pleased, Senator, to stand by, and will hear 
with considerable interest Chairman Flemming’s statement. 

Senator McNamara. Senator Clark wants to ask you some 
questions. 

Senator Ciark. I think we ought to proceed with these questions 
in an orderly way. 

Mr. Carey. I understand, Senator, that we will do both, of ques- 
tions and answers now, and I will be pleased to stand by. 

Senator McNamara. We will see how it goes. 

Senator Ciark. I want to commend you on a splendid statement, 
and particularly to congratulate you on your feeling of indignation 
because this problem has been neglected, which I share. I think it is 
high time we woke up in America. I think people like yourself who 
attempt to instill a sense of indignation in those who have the respon- 
sibility of legislating are doing an excellent job. 

Is it not very clear to you that neither Blue Cross and Blue Shield 
nor the private insurance companies can do the job of providing ade- 
quate health care for many millions of our older citizens at a cost 
they can afford ? 

Mr. Carey. It is quite clear. 

Senator Ciark. Do you see any agency other than the Federal 
Government which can do this job? 

Mr. Carry. No, sir. 

Senator Ciark. Thank you very much. 

Senator McNamara. Thank you very much. 

If you will stand by then, Mr. Carey, we will expect to call you 
back later. 

We are happy to have Senator Williams of New Jersey who wishes 
to make a statement at this time. 

Yoy go ahead and proceed at this point, Senator Williams. 


STATEMENT OF SENATOR HARRISON A. WILLIAMS, JR., OF 
NEW JERSEY 


Mr. Chairman, I am extremely grateful for the opportunity to ap- 
pear here today to say a few words on the very serious health problems 
facing the elderly people of our country. 

And may I say, I think the Subcommittee on Problems of the Aged 
and Aging has been doing an outstanding job in dramatizing the im- 
plications of the trend that is adding a full 1 million people every 3 
vears to the ranks of the 15.3 million men and women who are now 65 
years or older. 
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It is especially helpful that, with these hearings, you have focused 
on the most overwhelmingly important aspect of this trend—the 
health problem. 

For it is the onset and continuation of serious illness at a time of 
minimum income that has made a mockery of the pursuit of happiness 
for millions of Americans in their last years of leisure. 

With just subsistence income and a little savings to carry them 
through their years of retirement, millions of our elderly men and 
women have seen their modest dreams for a decent life go up in smoke 
with the receipt of no more than a single hospital bill. 

There are, of course, vast quantities of statistics to document the 
seriousness of the problem. We know that the aged suffer two to three 
times as much chronic illness as the rest of the population under the 
age of 65. 

We know that their expenditures for all kinds of health care are at 
least twice as great as the rest of the population has to pay. 

We know that medical costs have, since 1947, been rising twice as 
fast as the cost of living as a whole. 

And we know that the incomes of those over 65 are hardly adequate 
to cover the bare costs of normal living, much less the special health 
costs of a serious and chronic illness. 


INCOME STATUS OF THE AGED 


According to the statistical abstract of the United States, there were 
a full 6 million people in 1958 over the age of 65 with income from all 
sources, of $966 or less. Somewhat less than 150,000 of our 15 million 
aged people had incomes of more than $10,000. The great bulk are 
way down at the bottom of the income scale. 

Perhaps some are inclined to say, “Perhaps their income may be 
low after 65, but most of them have enough of a nest egg tucked away 
to take care of things.” 

Unfortunately, the statistical abstract gives no support to this belief. 

Of all the people receiving old-age and survivors insurance, 35.9 
percent of them had no nest egg or liquid assets at all; no money in the 
bank, no postal savings, no stocks or bonds, and no money loaned out 
to others. 

Another 19.5 percent had liquid assets ranging from $1 to $999— 
making a total of 55 percent who had less than $1 000 to spend on an 
emergency without having to hock the family car or the living room 
furniture. 

I think, then, it is fair to say that there is a vast number of elderly 
people who are barely managing to get by with a minimum of creature 
comforts. 

Nevertheless, suppose we assume that most of these people are able 
to scrape enough together to maintain a private health insurance 
policy. 

As I understand it, about the most liberal private health insurance 
program now available for the aged costs $6 a month, or $72 a year. 
This would be nearly 10 percent of the total income of near ly 6 million 
people at the present time. 

In return for this extremely costly expenditure, the policyholder 
gets about $10 a day for 31 ave: in the hospital: $200 for surgical 
benefits and ee 50 percent of the miscellaneous hospital expenses— 

54566—6 








10S HEALTH NEEDS OF THE AGED AND AGING 


which sometimes is a very large item on the bill—up to a total of $125. 
And, of course, this policy does not cover doctor bills, or any nursing 
home care that may be needed, or the cost of drugs—which we all 
now know are high indeed. 

Now in New Jersey, the average cost of a hospital bed is $25 a day 
and this rate is, no doubt, much the same across the Nation. So if 
our hypothetical policyholder should be forced to spend 30 days in the 
hospital, it would cost the person $15 a day extra for the bed, for a 
total of $450. 

This alone would wipe out nearly half of the yearly income of some 
6 million people. 

It seems to me that these facts take a good deal—if not most—of 
the luster off all the talk we have been hearing recently about what 
a vast increase there has been in the number of elderly people who now 
have voluntary health insurance. 

And there has been a great deal of this talk. The American Medical 
Association is fond of saying that voluntary health insurance pro- 
grams have made “revolutionary progress since World War II,” that 
by 1970 about 90 percent of the population will be covered. They 
often neglect to add that by 1970 more than 30 percent of those over 
65 will still have no health insurance. 

At the present time, there are some 9 million old people, or 60 per- 
cent of that age group, who are not covered by health insurance of 
any shape or form. 

But the bone that sti i 1 that will continue to 
stick—is the extremely hiak cost of a any -wehuntary health insurance. 
Six dollars a month is high enough for people with the kinds of in- 
come we are talking about, and still the benefits of a premium of this 
price are sadly inadequate. One can imagine what the premium would 
have to be for anything approaching necessary coverage for such 
“poor risk” people as the aged. 

I am sure, Mr. Chairman, that you are familiar with the remarkable 
letter received recently by Congressman Forand from the distin- 
guished Dr. Basil C. MacLean, w ho recently retired as president of the 
National Blue Cross Association. 

But I think his comments on the costs of insurance are worth re- 
peating, for he writes: 

“A lifetime’s experience has led me at last to conclude that the costs 
of care of the aged cannot be met, unaided, by the mechanism of in- 
surance or prepayment as they exist today. The aged simply cannot 
afford to buy from any of these, the scope of care that is required, nor 
do the stern competitiv e realities permit any carrier, whether nonprofit 
or commercial, to provide benefits which are adequate at a price which 
is feasible for any but a small proportion of the aged.” 

It is because of these virtually inherent difficulties in our present 
medical care system that Congress is unavoidably confronted with the 
choice of making a “new departure” or decreeing severe economic 
hardship and often more painful and shorter lives for the men and 
women who nurtured most of us, sacrificed themselves for our benefit, 
educated us, fought our wars, built our country, and made possible 
everything that we are able to enjoy today. 

If nothing else, simple humanity should compel us all to find some 
way of guaranteeing our elderly citizens the quiet dignity, the peace 
of mind, and freedom from catastrophe they so clearly | deserve. 































HEALTH NEEDS OF THE AGED AND AGING 109 






Yet what do we see today? Weseea propaganda campaign of utter 
hysteria being directed at a proposal that wouldn’t even ‘stiffen the 
bristle of the most reaction: ivy tory in Great Britain. 

This is, of course, the proposal that the able and dedicated Congress- 
man from Rhode Island, Mr. Forand, has sponsored—to permit the 
people of the United States to enjoy adequate medical care after re- 
tirement by paying for their insurance during their working years 
through small, steady tax contributions to the social security trust 
fund. 

Of course, there are defects to this proposal which render it less than 
a perfect solution to the health problems of the aged. 


FALLACLOUS ARGUMENTS AGAINST 





FEDERAL 





HEALTH INSURANCE 
But to listen to some of the more fervent opponents, one would 
think that everything that could possibly be subsumed under the 
phrase, “the American way of life,” hangs on whether a Forand-type 
bill is passed by Congress. 

For example, we have heard the argument that “the adoption of 
this program at this time would impose a serious and indefensible 
burden on private enterprise” at a time when it is already badly 
overtaxed. 

Or that this legislation “will eventually be dictated by political 
expediency and not by considerations based on sound economics.” 

Or that “this program would result in the creation of a new, ex- 
tensive, and costly Federal bureaucracy which would assume preroga- 
tives which rightfully belong to the States.” 

Or that the experience of European countries with compulsory 
social insurance legislation has demonstrated that such legislation as 
this is unwise. 

Or that “this program would undermine the fabric of our economic 
and social life by destroying initiative, discouraging thrift, and 
stifling individual responsibility.’ ¢ 

These criticisms have such a ring of antiquity about them that you 
would almost think they were pages torn from the days of the great 
New Deal debates. 

In fact, that’s just where they came from. 

All the arguments I have just mentioned are taken from the testi- 
mony of a representative of the Illinois Manufacturers Association at 
the hearings in 1935 on H.R. 4120, the Economic Security Act. 

Today we are hearing much the same thing about the Forand bill. 
And most of the criticism Is wrapped up in the charge, made recently 
in a special “Forand issue” put out by the AMA newspaper, that this 
whole business is but a “bold attempt to foist off on the American 
people a scheme of compulsory health 1 insurance that would carry this 
country into the abyss of socialism.” 

To me this illustrates the kind of old guard, ostrich-like statements, 
in the face of a serious social problem, that historically have been the 
motive power for eventual changes of a far more drastic nature than 
would have been the case had some sort of accommodation and con- 
structive action been taken promptly. 

I think there is as much reason to argue that the present position of 
the AMA and its allies, is more likely to lead to socialized medicine 
than the passage of the Forand-type bill. 
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Another frequently voiced criticism concerns the compulsory nature 
of the Forand-type legislation and the alleged inequity of making one 
group, the employ ed, pay for the benefits of another, the retired. 

On the question of compulsory insurance, I would s say that this is 
something that should be weighed very carefully by Congress, for 
certainly no one wants to limit anyone’s freedom of choice any more 
than is absolutely essential. 

But the opponents of any health insurance legislation have distorted 
this problem all out of proportion. They have tried to turn this word 
into something sinister and subversive. 

Actually, however, every time Congress passes a law it is engaged in 
the process of limiting the freedom of choice of some, in order to 
insure a greater freedom or mor ‘e social justice for others. 

But even more to the point is that there are already many com- 
pulsory features to the present voluntary health plans. In many 
companies, if you wish to work for them, you have no choice but to 
contribute to their pension system or take out health insurance or 
whatever else is decided upon as a result of collective bargaining or 
management decision. 

Furthermore, the employer who makes his part of the contribution 
to these plans then turns around and claims a tax deduction from the 
Federal Treasury, which in turn, collects from the taxpayer, who has 
no choice in the matter at all. 

As for the inequity argument of making one group pay for the 
benefits of another, this is already happening to every single person 
who holds Blue Cross insurance. 

We have all read of the serious financial difficulty of the Blue Cross 
organizations all across the country and the steep premium increases 
that are being made. This has happened i in large part because of the 
Blue Cross commitment to universal coverage and level-payment 
premiums. But to cover the costs of the increasing number of older 
people who have joined, the premium has to be increased far beyond 
the actuarial cost of covering young people. There is no question 
that the younger members of Blue Cross are subsidizing the older. 

But nowhere i is the hollowness of the logic of the opponents more 
evident than in the charge that passage of compulsory health insur- 
ance legislation would lead to overutilization of hospital facilities 
that could not be controlled, resulting in “runaway costs, with conse- 
quences that could be disastrous to hospitals and the public.” 

Yet in the very same breath, these prophets of gloom are loudly 
boasting that by 1970 more than 90 percent of the people in the 
United States will be covered by voluntary health insurance plans. 

It is incomprehensible to me how anyone can say the danger of 
overcrowding is any greater in the one case than in the other—if, in 
fact, these people believe that eventually 90 percent of the population 
will be covered and that the insurance will be genuinely adequate to 
the needs of our aged. 

Either the danger i is going to be the same in both cases or the volun- 
tary insurance will have to be much more severely limited in benefits 
than we are being led to believe. 

I personally believe the danger of overutilization will be very small 
if the proper precautions are taken. 

In the first place, under the proposals now being considered, no one 
would be put in a hospital unless admitted by a doctor. 
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Thus overutilization would only occur if doctors sent their patients 
to hospitals when they didn’t need to go. And it is somewhat ironic 
that the AMA and others who espouse this theory of overutilization 
seem to hold the integrity and responsibility of our doctors in such 
low esteem. 

It seems to me, however, that this possibility of abuse is something 
that Congress ought to consider very carefully in the formulation 
of any legislation. 

And this abuse would be much less likely to occur, I think, if the 
legislation is not narrowly drawn in the interests of passage. 

“By this I mean, if benefits are limited, for example, to just the cost 
of hospitalization, a great many doctors "would be put wader unneces- 
sarily severe pressure to abuse the program, it seems to me. 

For suppose an elderly person has need for a great deal of non- 
hospital care but can’t afford to pay for the treatment. The doctor, 
then, is faced with the hard choice of forgoing all or most of his fee 
or sending the patient to the hospital for the service. 

A good illustration of the problems of narrowly conceived health 
insurance can be seen in the operation of the Blue Cross. 





OVERUTILIZATION OF HOSPITALS 





Mr. Chairman, I would like to have included in the record of these 
hearings a very ‘informative analysis of the many faceted problems 
besetting the health insurance field, written by Mr. Edward Chase, 
in the October 29, 1950, issue of the Reporter. (See p. 364.) In 
connection with what I have said, he writes : 

“Blue Cross now finds itself backed to the wall by the fact that its 
coverage is, with only the rarest exceptions, confined to treatment in 
hospitals. The resultant overutilization of the hospital has become 
something of a national scandal,” simply because many patients can’t 
afford to pay for complete health examinations, X-rays and laboratory 
tests, and the insurance policy doesn’t cover these services unless 
performed in the hospital. 

In addition to throwing unduly heavy burdens on the hospitals, the 
present scope of Blue Cross coverage, according to Mr. Chase, runs 
“directly counter to the prevailing trend in contemporary medical 
thinking” which puts the emphasis on more and better preventive 
practices and true rehabilitation care. As he correctly states, “Blue 
Cross is not contributing to realization of this ideal” and indeed it 
cannot given the nature of its coverage, which is of course dictated 
by underwriting costs. 

Therefore, it seems to me of greatest importance, if there is to be 
legislation on the subject, to have benefits for the most complete 
range of medical services possible and necessary. 

If proper attention is given to this matter, it seems to me that the 
danger of overutilization could be greatly reduced, that the total cost 
of medical care could be lessened by including a few ounces of pre- 
vention, and that the overall health of the aged would be materially 
enhanced. 

Some of the things I think ought to be included would be adequate 
coverage for hospital costs, including bed and certain miscellaneous 
expenses; coverage for such services “such as X- rays, diagnostic and 
laboratory tests on an outpatient basis, to help in the prevention and 
early cure of illness; coverage for necessary skilled nursing services 
to help in more effective rehabilitation; and coverage for limited 
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amounts of expensive drugs that are prescribed by physicians for 
patients receiving care outside of hospitals. 

Mr. Chairman, to me, the need for action now and the need for com- 
prehensive low-cost medical care for our elderly citizens is of far 
greater importance than the particular method of financing it. 

It seems to me that the use of the social security mechanism is a 
commonsense approach with many advantages. It is a way of pro- 
viding immediate coverage to the widest number of people without 
forcing severe financial burdens on them. Because of its virtual uni- 
versality among the present working force, it will insure coverage for 
nearly everyone when they reach retirement and its strong financial 
base will permit a much lower premium cost per person than any other 
approach. It would eliminate the need of premium payment after 
retirement which most voluntary plans require. 

Perhaps other financing mechanisms would work as well but these 
are matters that could be worked out by reasonable men who genuinely 
felt the pressing health problems of our aged. I sincerely hope the 
efforts of your committee will succeed in making the health needs of 
the aged more clearly felt by all. 

Mr. Chairman, I also have several pieces of supplemental material 
sent to me from New Jersey which I would appreciate having in- 
cluded in the record. 

The first is a statement on the subject of health insurance legislation 
by Raymond F. Male, commissioner of New Jersey’s Department of 
Labor and Industry. 

The second is a table prepared by that department which estimates 
the cost of living of various categories of elderly persons and compares 
that cost with the average social security benefits they receive. In 
calculating the cost of living, the department took a moderate budget 
which would not have permitted the operation of a car, but which 
would have provided some small allowance for recreation such as tele- 
vision. - A small rental or mortgage payment was included, as was a 
minimal amount for health needs. 

The third is excerpts from a study based on a survey of about 1,700 
aged persons in 1957 and published by the Health Information Foun- 
dation last year. 

The fourth is a resolution passed last month by the New Jersey 
Commission on Aging and sent to me by Eone Harger, director of the 
commission. 


SrTATEMENT OF RAYMOND F. MALE, COMMISSIONER OF LABOR AND INDUSTRY, AND 
CHAIRMAN, NEW JERSEY REHABILITATION COMMISSION 


Those of us in New Jersey who are officially and personally concerned with 
the unresolved problems of our senior citizens are encouraged by the construc- 
tive work of this committee. 

We know that the men and women receiving social security benefits in our 
State must somehow find an additional $1,000 on the average each year in order 
to maintain even a modest standard of living. The housing, nutrition, and 
recreation components of these budgets are in most cases not equal to their 
preretirement standard of living. 

Certainly, this sort of hand-to-mouth existence will not permit elderly people 
to bear the cost of the prolonged illnesses to which they are increasingly sus- 
ceptible. There is a regrettable but human tendency for persons with fixed 
incomes to postpone needed treatment and to ignore their acknowledged need 
for comprehensive, periodic checkups. When accumulated illness or neglected 
injury becomes a severe disability, the cost and the suffering are compounded. 
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The State-Federal service through which nearly 100,000 handicapped men and 
women are vocationally rehabilitated each year must concentrate on those who 
ean be prepared for employment. The social security disability insurance 
program, however, has revealed thousands of others, many of them totally dis- 
abled and living in nursing homes, who might be restored to the point where 
they could take care of themselves. Certainly, very few can afford the pro- 
longed care and varied services involved in rehabilitation. Furthermore, I do 
not believe that old people should be forced to exhaust their last economic re- 
source and their last measure of self-respect before the community, in the form 
of public assistance, can be of help. 

It seems to me that American ingenuity should be equal to the task of assur- 
ing full health to all citizens, especially during the nonearning period of their 
lives, at a reasonable cost. Our traditional reliance on insurance to meet this 
kind of problem is complicated by the unfortunate fact that those who need the 
protection most cannot afford it. Therefore, the social security mechanism 
appears to offer the best chance of meeting most of the health needs of most 
people. 

The people’s health and the Nation’s strength are intimately related. Frank- 
ly, the legislative proposals which I have heard discussed are but small steps 
in the right direction. I hope this committee will develop adequate solutions to 
meet this, the primary need of our older people. 


Relation of social security benefits to moderute budgets* 


[From ‘‘Measuring Income Security of Aging,’’ U.S. Department of Health, Education, and Welfare] 





| } 








| Minimum Average Maximum | Average 
Cost of | — social social | social amount 
| living | security security | security needed to 
benefits benefits | benefits meet cost 
| of living 
| | 
Elderly male, living alone, retired | | | 
Per week $5. 53 $16. 30 | $25. 03 $18. 90 
Per month é 24.00 | 70. 64 | 108. 50 81. 86 
Per year 1, 830. 40 288. 00 847.68 | 1,302.00 982. 72 
Elderly female, living alone, retired | 
Pe. week ‘ j 32. 60 5. 53 16. 30 25. 03 | 18. 90 
Per month 141. 27 24. 00 70. 64 108. 50 | 81. 85 
Per yeu 1, 695. 20 288. 00 847.08 1, 302. 80 | 982. 72 
Elderly couple, living together, both re- 
tired (only 1 eligible to receive benefits): 
Per week | 46. 70 8. 32 24.45 37. 55 22. 25 
Per month 202. 30 | 36. 00 100. 9¢ 162. 75 101. 34 
Per year_. 2, 428. 40 432, 00 1, 271. 52 1, 953. 00 1, 156. 88 
Elderly counle, living together, 1 wage 
earner, male (only 1 eligible to receive 
benefits 
Per week : 2 5. 95 8. 32 24.45 37.55 31.50 
Per month 242. 45 36. 00 100. 96 162.75 | 141. 49 
Per year? 2, 909. 40 432. 00 1, 271. 52 1, 953. 00 1, 637. 88 
Elderly couple, living together, 1 wage | 
earner, female (only 1 eligible to receive 
benefits 
Per week_- : 58. 05 8. 32 24. 45 37.55 | 33. 60 
Per month 251. 43 36. 00 100. 96 162. 75 150. 47 
Per year ? 7 3, O18. 60 432. 00 1, 271. 52 1, 953. 00 1, 747. 08 
Elderly male, living alone, employed or 
seeking work: 
Per week ‘ : 44.55 5. 53 16. 30 | 25. 03 28. 25 
Per month ‘ oi 193. 05 24. 00 70. 64 | 108. 50 122. 41 
Per year ? 2, 316. 60 288. 00 847.68 1, 302. 00 1, 468. 92 
Elderly female, living alone, employed or 
seeking work 
Per week 44.05 5. 53 16. 30 25.03 27.75 
Per month 190. 88 24. 00 70. 64 108. 50 120. 24 
Per year ? ‘ ; : ‘ 2, 290. 60 288. 00 847. 68 1, 302. 00 1, 442. 92 
Elderly couple, living together, both em- 
ployed or seeking work (both eligible to 
receive benefits 
Per week 70. 80 16. 64 18. 90 75. 10 21. 90 
Per month : | 306. 80 | 72. 00 201. 92 325. 50 104. 88 
Per year 3 shee i 3, 681. 60 864. 00 2, 543. 04 3, 906. 00 1, 138. 56 





1 Prepared by New Jersey Department of Labor and Industry. 
2? May earn additionally $1,200 per year. 
3 May earn additionally $2,400 per year. 
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Excerpts From a Stupy, SurvEYING 1,734 Persons 65 YEARS AND OLDER IN 1957, 
PUBLISHED IN 1959 BY THE HEALTH INFORMATION FOUNDATION, ENTITLED 
“FINANCIAL RESOURCES OF THE AGING” 


FINANCIAL RESOURCES OF THE AGING—-REPORTED 


(Resources available to those aged 65 and over in meeting medical costs up to 
$500. (Excerpts) by Ethel Shanas, Ph.D., Health Information Foundation 
Research Series 10) 


Amount of income 


Over one-third of all persons 65 and over reporting money income in this survey 
had incomes of less than $1,000 a year in 1956. If persons with no money income 
of their own (including wives whose total income is reported by the husband) 
are added to that group whose money income was less than $1,000 a year, it 
may be estimated that about one-half (52 percent) of all persons aged 65 years 
and over had money incomes of less than $1,000 in 1956. 


Sources of income* 


One of every five older persons interviewed reported receiving a salary or 
wages in 1956; and 1 in every 10 received cash income from a self-owned business, 
a farm, or from a professional practice. In some instances, individuals reported 
income both from farming and from part-time or seasonal employment. Fewer 
older persons received money from employment than from social insurance pro- 
grams. Three of every five aged persons reported the receipt of money from 
old-age, survivors, and disability insurance and related programs. Money 
receipts from these sources were reported by 62 percent of all older men and 54 
percent of all older women; 1 person in 17 (6 percent) said that he received a 
pension from a former employer. 

One of every five persons interviewed reported the receipt of money from 
interst, dividends, or insurance, and one of every five received money as rent 
from a house or other property. One person of every seven (15 percent) received 
money from public assistance programs. 

One of every 13 (8 percent) reported that he had received regular cash 
contributions from someone outside of his household; 1 of every 10 women, but 
only 1 of every 20 men, reported such cash contributions. 


Main sources 


Two of every three persons in the older population reported either social in- 
surance or employment as their main source of money income in 1956. Thirty- 
four percent of all older people reported that social insurance benefits were their 
main source of income, although 57 percent of all older people reported receiving 
such benefits. Thirty-one percent of all older people gave employment, either 
their own or that of a spouse, as their main source of money income. 

Public assistance programs were the main source of money income for 14 
percent of the older population (17 percent of the women and 11 percent of the 
men); about 15 percent of the older population reported receiving public 
assistance. 

Thirteen percent of all older people reported interest, dividends, annuities, or 
rents as their main source of cash income, although one-fifth of the older popula- 
tion had reported some income from interest, dividends, and annuities, and 
one-fifth had reported some income from rents. The main source of money 
income for 4 percent of all older people was the contributions they received from 
someone outside their household. A small group, 2 percent of the total popula- 
tion (1 percent of the men and 4 percent of the women), had no cash income of 
any kind. 

Other help 


As a supplement to limited cash incomes, 3 of every 10 older persons (24 per- 
cent of all older men and 39 percent of all older women) reported that they had 
received noncash assistance from various sources in 1956. Respondents were 
asked about “important help that you didn’t have to pay for in cash,” and were 
queried specifically about medical or dental care, food, and clothing. About one- 
fifth of all respondents (22 percent) primarily persons living with children or 


1These data may be compared with those in “Hospitalization insurance for OASDI 
beneficiaries,’ report submitted_to the Senate Committee on Ways and Means by the 
Secretary of the Department of Health, Education, and Welfare, Apr. 3, 1959. 






















HEALTH NEEDS OF THE AGED AND AGING 115 

























other relatives, reported that they had received regular meals or gifts of food 
for which they did not have to pay, one-seventh (15 percent) of all respondents 
reported that they had received clothing, and one-eighth of all respondents (12 
percent) reported medical or dental care for which they personally had made no 
payments. One of every eight older persons in the sample (6 percent of the 
men and 18 percent of the women) had received more than one type of noncash 
aid in 1956. 
Vedical expenses 


One-fifth of all older people, if they had a medical bill of $500, would have no 
financial resources from which they could draw to meet suc h expense. Further, 
for 12 percent of the older population, an owned home or real estate represented 
their only asset; for an additional 4 percent of the older population, the cash 
value of life insurance was their only asset; for 9 percent of all older people, 
savings were their only asset; and for 1 percent, the help of children or relatives 
would be the only way in which they could expect to meet large medical expenses 
not covered by health or hospital insurance. If the group whose only assets 
were homes which they owned, or the cash value of life insurance, or the help 
of children, are combined with the one-fifth of the older population who have no 
assets, two-fifths of all older people (38 percent—35 percent of the men and 41 
percent of the women) would have no ready resources from which to meet a 
medical bill of $500. 


















RESOLUTION PAsSseED Marcu 23, 1960, By NEW JERSEY COMMISSION ON AGING, 
SUBMITTED BY EONE HARGER, DIRECTOR 





Whereas the Special Committee of the State Commission on Aging appointed 
April 29, 1959, has, as directed, reviewed the extensive testimony presented be- 
fore the House of Representatives Subcommittee concerned with this subject, and 
other pertinent information, and has reported to the commission; and 
Whereas on the basis of this study and other background information, the 
Commission on Aging declares its belief that the health insurance needs of the 
aging can best be met through appropriate changes in the social security system 
with supplemental private or voluntary coverage as required to meet individual 
needs: Be it 

Resolved, That the New Jersey Commission on Aging joins with Gov. Robert 
B. Meyner who has thus summarized his position on the problem of financing 
the medical care costs of the aging: 

“In the absence of a sound and reasonable alternative I feel we must solve at 
least part of the problem by the American principle of insurance, as represented 
by the social security system.” * 

(Mrs.) EonE HARGER, 
Chairman Commission on Aging. 


Senator McNamara. Thank you, Senator Williams. Your views 
on this problem will be most helpful to the subcommittee. We are 
glad to have Senator Goldwater with us this morning. He was a 
member of the subcommittee until about a week ago, and we certainly 
hope he will partic ipate in the discussions as if he were a member. 

Secretary Flemming? 

We are glad to hear from you at this time, sir. 

Do you have a prepared statement ? 

Secretary Fremmine. Yes. 

Senator McNamara. Do you care to introduce the people you have 
with you? 

Secretary Firewmine. Doctor Porterfield, who appeared before the 
subcommittee a few days ago is with me; Mrs. Ida C. Merriam, Direc- 
tor of Research, Social Security Administration, and David B. H. 
Martin, Special Assistant to Assistant Secretary, Department of 
Health, Education, and Welfare, are with me. 

Senator McNamara. Please proceed. 


1 Address by Gov. Robert B. Meyner, First National Conference of the Joint Council To 
Improve the Health Care of the Aged, Washington, D.C., June 13, 1959. 
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STATEMENT OF ARTHUR S. FLEMMING, SECRETARY OF HEALTH, 


th 

EDUCATION, AND WELFARE; ACCOMPANIED BY DAVID B. H. of 

MARTIN, SPECIAL ASSISTANT TO THE ASSISTANT SECRETARY; 

MRS. IDA C. MERRIAM, DIRECTOR OF RESEARCH, SOCIAL SECU- = 

RITY ADMINISTRATION; AND JOHN D. PORTERFIELD, M.D., 

DEPUTY SURGEON GENERAL, PUBLIC HEALTH SERVICE, DE- 

PARTMENT OF HEALTH, EDUCATION, AND WELFARE t: 

Secretary Fremminc. Mr. Chairman and members of the subcom- . 
mittee, I appreciate the opportunity to appear before this subcom- ¥ 
mittee to discuss the problem of providing adequate medical care for n 
the aged. 

In your extensive inquiry into the problem of the aged and aging a 
in the United States, you have heard a great deal of testimony indi- t 
cating the seriousness of the need for adequate medical care. I can 
assure you that the administration recognizes the magnitude of this ¢ 
problem and is concerned with finding a practicable solution. } 

When I appeared before the House Ways and Means Committee 
on March 23 to discuss our search for a solution to the problem, I ; 
pointed out that we should keep in mind the developments that have g 
taken place on two fronts. 

First of all, there are the very significant steps that the Federal ‘ 
Government has taken in recent years to help deal with the hazards ' 
of old age. ‘ 

The number of persons who benefit from the old-age, survivors and 
disability insurance program has increased very materially. At the , 
same time there has been a marked increase in the payments to the ' 
beneficiaries. Payments under the old-age assistance program, in- ( 
cluding medical services, have been liberalized. There has been a 
sharp increase in the funds the Federal Government has made avail- ) 










able for medical research. More and more of these funds are being 
directed toward problems of the aging. The Hill-Burton program 
of course has benefited persons of all ages in providing more adequate 
hospital and other health care facilities. Provision has now been 
made for providing for FHA type of guarantee for the construction 
of private nursing home facilities. This could prove to be a signifi- 
cant advancement in dealing with the problem of health facilities 
and health costs of the aged. Congress has made provision for a 
White House Conference on Aging in January 1961, at which all 
problems in this area will be discussed by citizens groups representing 
all walks of life. 

In the second place there are the very significant advances that have 
been made in recent years in extending the benefits of health insurance 
to people 65 years of age and over. 












INCREASE IN HEALTH INSURANCE COVERAGE 


Weestimate that approximately 42 percent of the persons in this age 
group now have some protection against the cost of hospital care. 
While we do not have precise data, I think it is safe to say that approxi- 
mately 614 million aged persons currently have some health insur- 
ance. Contrast this figure with that for 1952 when it was estimated 
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that only slightly more than 3 million aged persons had any coverage 
of this kind. 

Blue Cross and Blue Shield plans have been extending their benefits 
and improving their coverage. Several insurance companies have 
aggressively entered the field to provide better protection to aged 
individuals. 

For example, Blue Cross which operates all over the country has 
taken various steps to assure that persons age 65 and over are offered 
the opportunity of obtaining protection against the cost of hospital 
care. While Blue Cross plans for many years have permitted persons 
who have retired to continue their coverage after leaving employment, 
more and more such plans are providing periodically for “open enroll- 
ment” when individuals of any age may subscribe for hospital cover- 
age. Additionally more and more Blue Cross plans are extending the 
time during which they will pay hospital benefits. 

While all the 68 Blue Shield plans will continue coverage after age 
65 for persons who have been enrolled before that age, there are 32 
plans that now have no age limit for intial enrollment, and 2 others 
permit enrollment up to age 70. In addition, 25 other plans have sim- 
ilar programs for the aged either approved or in various stages of 
development. 

Insurance companies also have been working to make health insur- 
ance available to older people. There is considerable variation in 
what policies cover and in the benefits they provide. It is difficult to 
generalize on the protection offered to the aged under insurance com- 
pany policies. However, the significant fact is that more and more 
companies are offering group and individual coverage to the aged 
against the cost of nominal hospital, surgical, and inhospital medical 
expenses. Additionally, some insurance companies have recently in- 
troduced or will soon present policies that will provide protection 
against catastrophic cost of long-term or other expensive illnesses. 

In addition, more and more employers are extending the benefits of 
group health insurance to retired persons and their dependents. In 
many cases the employers are paying all or a substantial part of the 
cost of the group plan. 

I believe that we can look forward to continued progress along these 
lines. In fact, in a report to the Ways and Means Committee last 
year we stated: 

If the same increase in coverage of old age, survivors, and disability insurance 
beneficiaries that was recorded between 1951 and 1957 continues, about 70 percent 
of the aged beneficiary group will have some form of health insurance by 1965. 


SERIOUS PROBLEM IN HEALTH COVERAGE DESPITE PROGRESS OF VOLUNTARY 
PLANS 


In that same report we estimated that of all of the aged, 56 percent 
would have coverage by 1965, and about 68 percent by 1970. Never- 
theless, even though we do experience continued progress in this area, 
I believe we will still be left with serious problems. There will still 
be aged persons whose policies provide inadequate protection. Also 
there will still be aged persons who will have no protection but who 
would be willing to participate in voluntary programs if provided 
with policies at rates that they could afford to pay. This administra- 
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tion is acutely aware of the need for approaching these problems with 
a sense of urgency. But we are no less aware of the necessity for 
seeking and finding solutions that are sound and that expedite rather 
than impede the progress we all desire. 


CRITICISMS OF FORAND APPROACH 























One proposal—namely, the Forand bill—involves the imposition 
of an additional payroll tax under the Social Security Act in order to 
provide specified health service benefits on a compulsory basis. We 
do not believe that compulsory health insurance constitutes a sound 
approach for the following reasons: 

(1) It would sharply curtail the opportunity for continued growth 
in the coverage and the adequacy in voluntary health insurance for 
the aged. 

(2) It would move in the direction of freezing the pattern of health 
coverage of the aged in a vast uniform governmental system, thus 
foreclosing future opportunity for private groups to demonstrate 
their capacity to deal with the problem. 

(3) It would include a great many persons who are not a part of 
the problem. The proposed solution is not pinpointed to the need. 

(4) On the other hand, it would exclude approximately 4 million 
of the 16 million persons 65 and over from the program because they 
are not eligible for social security. Approximately 2,400,000 of these 
persons have incomes of $1,000 or less. Approximately 2 million of 
them are entirely dependent on public assistance payments. If we 
ignore them as the Forand bill does, for example, we are deliberately 
avoiding a substantial part of the total problem. 
















GUIDING PRINCIPLES FOR VOLUNTARY APPROACH 
We have been investigating, therefore, the feasibility of a program 
that would help accelerate rather than impede the present voluntary 
approach to this problem. In these studies we have been keeping 
in mind the following guiding principles: 

(1) That there should be no compulsion on anyone to participate in 
any health insurance program. 

(2) That there should be no action taken by anyone that would 
tend to stifle private initiative in the health insurance field. Any- 
thing done in this area should build on—and not undermine or replace 
with a Federal system—the excellent progress that is now being made 
by yen effort. 

3) That we should strive to strengthen and stimulate our existing 
i i system so as to foster additional progress—both in terms of 
scope of protection and numbers of persons protected. 

(4) That we should preserve and strengthen the private relation- 
ships which now characterize the rendering of health care services. 

(5) That all aged persons, not just a group, but all aged persons, 
should have the opportunity of participating in any program that 
might be developed. 

(6) That there should be available to the aged—particularly in 
the low income groups—protection against the severest burden of 
health care costs, namely, the financially catastrophic cost of institu- 
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tional care in connection with long-term and other very expensive 
illnesses. 

Before arriving at a final conclusion as to whether the Federal 
orpreeten can devise within this framework of principles a prac- 

ical program, it is going to be necessary for us to explore further 
some complex issues. 

We have, for example, been exploring the kinds and duration of 
health care services that might be financed through such a program 
In addition to care in general hospitals, we are considering the need 
for coverage of the costs of care in chronic disease hospitals, skilled 
nursing homes, and or ganized nursing services in the patient’s own 
home. We are also exploring the feasibility of providing some pro- 
tection against the costs of expensive prescribed drugs. In connection 
with these services, we have been Sealing into the possibility of 
applying the deductible principle which has been used w idely in many 
insurance plans. 

We have been considering methods of relating to his income the 
amount of money that ach voluntary participant would contribute 
to the cost of an insurance policy. We have been analyzing possible 
plans under which persons in the lowest income group would make 
a very small contribution and then the contribution would increase 
up to a given level of income. Beyond this level the policyholder 
would be expected to pay the full premium costs. 

Also we have been exploring the question of whether State govern- 
ments, aided by the Federal ‘Government, could provide the differ- 
ence between the amount paid by the policy yholders in the low-income 
groups and the actual cost of the policy. In exploring | this aspect 
of the matter, emphasis is being placed on having the States carry 
their fair share of the total burden. 

We have also been endeavoring to identify the various factors that 
must be considered in determining the minimum level of protection 
which the States must provide in order to qualify for Federal match- 
ing funds. In exploring this question, we are keeping in mind the 
fact that the States would be authorized to contract with private 
groups for the insurance. 

Also we are considering the impact of any plan on the quality and 
availability of health services. 

We have not reached a conclusion as to the best manner in which 
to deal with such basic issues as these. In an effort to arrive at sound 
conclusions, we are now consulting, not only with the experts in 
Government, but, also, with outside experts and groups, and with 
State officials. IT expect to complete these consultations within the 
next 2 weeks. I will then move at once to develop a specific pro- 
posal for consideration within the executive branch. I assure you 
that the administration is deeply sensitive to the human issues here 
involved, and is determined to do everything possible to reach a 
prac tical solution to the problem. 

Senator McNamara. Thank you very much, Mr. Secretary. I feel 
that you state your position very well here. We are glad to have your 
statement for the record. 

I see we have Senator Javits with us now, and we are very glad to 
have you join the Senators up here this morning and to participate in 
the discussions as if you were a member of the subcommittee. 

Are there any questions or comments at this time? 
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Senator CiarK. I suggest that we agree on a procedure for question- 
ing the Secretary. Ihave a number of questions. Of course, I do not 
want to usurp the Secretary’s time and would be glad to yield to other 
Senators. I would think I would conclude my examination in about 
15 minutes. 

Senator Ranpoten. Only for the record, I have questions I wish to 
ask. 

Senator McNamara. Senator Dirksen suggested that we have Presi- 
dent Carey stand by. 

So, do you want to proceed now, Senator Dirksen ? 

Senator Dirksen. Yes. 


WHITE HOUSE CONFERENCE ON AGING 


Mr. Flemming, I notice the portion of your statement on page 2, 
which follows: 

Congress haus made provision for a White House Conference on Aging in Janu- 
ary 1961, at which all problems in this area will be discussed by citizens groups 
representing all walks of life. 

I must confess, I rather lost track of that resolution. Can you 
refresh me on it. 

Senator Firming. Senator Dirksen, this resolution was initiated, 
I forget whether in the House of Representatives or in the Senate, but 
was passed at the last session of Congress and signed by the President, 
and we, of course, under the act, have the responsibility of working out 
plans for such a conference. We have appointed a citizens committee 
and have charged that citizens committee with the responsibility for 
developing the plans for the conference. We expect it to be a genuine 
citizens conference. 

We did the same thing in Congress with the White House Confer- 
ence on Children and Youth. The President in that case appointed a 
committee and we charged that committee with the responsibility for 
developing the plans and for operating that particular conference. 
The Government simply provided staff service where it was possible 
for it todo so, And I think the conference that took place last week 
was a genuine citizens conference. We hope that it—it is our expec- 
tation that the White House Conference on Aging will likewise be a 
genuine citizens conference. 

Senator Dirksen. But it was or will be in pursuance of a resolution 
that has been approved by both branches of the Congress, is that right? 

Secretary FLemmine. It was initiated in the Congress. 

Senator Dirksen. Would you gather from that that it was the intent 
of Congress that this whole matter, because of its magnitude, be very 
carefully explored ? 

Secretary Fiemmrne. Well, I certainly believe that it was the intent 
of Congress that all aspects of the opportunities that confront this 
country as the result of the increasing number of aging persons would 
be explored by the citizens group. Certainly it is going to be a wide 
open conference from that point of view. I mean the citizens who 
attend the conference will be perfectly free to discuss any aspect of. 
this total effort. : 

Senator McNamara. While you are on that, Mr. Secretary, if you 
will yield, have not the States generally set up commissions or com- 
mittees to cooperate in this Conference ? 
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Secretary FLemmine. Yes, Mr. Chairman, the act provides for the 
establishment of a State committee or commission. It also provides 
some funds which are made available to the States, and I may say that 
by and large the States are doing an excellent job in establishing very 
fine commissions. They are holding preliminary White House con- 
ferences, and I think we are getting : a genuine grassroot discussion of 
these issues. And that in and of itself I think will help to insure the 
success of the national conference. In fact, without this type of 
grassroot discussion on a preliminary basis, I do not think you could 
have a successful national conference. 

Senator McNamara. Senator, for the record, that bill was a House 
bill, H.R. 9822, passed on September 2, 1958, and became Public Law 
5908. 

Secretary Fremmina. I might say, Mr. Chairman, the sponsor in 
the House of Representativ es, as I rec: all it, was Congressman Fogarty 
of Rhode Island, and who is chairman of the subcommittee and who 
handled the appropriations for our particular Department. He not 
only sponsored it, but backed it ~~ vigorously and exercised, I think, 
very fine leadership in that respect. 

Senator Dirksen. I would gather from this, by both Houses of 
Congress that it is certainly important that there be a careful explora- 
tion of this matter, that we not be unduly hasty in driving forward so 
we can be confident that it is sound, practical, well founded, and that it 
will work. 

Secretary Ftemmuine. Senator Dirksen, of course the matter that we 
are looking at this morning would be only one aspect of the total area 
that would be looked at by a White House conference. I certainly 
feel that the Congress in passing the legislation thereby expressed its 
conviction as to the importance of looking at this and other areas. 

I would like to say very frankly, however, that I do not feel, for ex- 
ample, that I should slow down the kind of study that I am now 
engaged in in anticipation of the White House Conference. I think 
that if we can work our way through to what we feel is a sound solu- 
tion to this particular problem, that we should do so just as quickly as 
possible. 

Senator Dirksen. Mr. Secretary, I raised the question because after 
[ listened to Mr. Carey this morning I thought perhaps he was the only 


one anywhere that was interested in this problem. You see on page 4 
of his statement he says— 


What the American Medical Association, the insurance firms, the adminis- 
tration— 


of course that includes me and others— 
want is discrimination against * * * our elder citizens—to deny them * * *- 


Mr. Carey. Pardon me, sir, of “all of our elder citizens.” 
Senator Dirksen. Of— 


all of our elder citizens—to deny them the right to the humane and decent 
medical care they need, and which our society can so readily afford. I charge 
that these gentlemen are calloused by their own creature comforts and that 


they have forgotten the first principles of humanity—if indeed they ever knew 
or understood them at all. 


You know, Mr. Carey knew so much about labor he was the only one 
who had the real answer to the Landrum-Griffin bill, so now he comes 
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here with a wholesale charge that we are calloused, we want to 
deny 

Mr. Carey. Mr. Chairman, may I ask 

Senator Dirksen. Don’t interrupt. I will get around to you later. 

Mr. Carey. May Lask the chairman a question. 

Senator Dirksen. Suppose you subside until 

Mr. Carry. I think you have gotten around to me now. 

Senator Dirksen. Mr. Chairman, I want a response from the 
Secretary of Health, Education, and Welfare, and I insist on having 
it. 

Mr. Carey. Not about the Landrum-Griffin law. 

Senator Dirksen. I have read his statement and I want to comment 
and suppose you just keep your mouth shut for a moment. 

Senator Crark. I suggest that the Senator maintain an orderly 
procedur ‘e and respect the witnesses and their rights. 

Senator Dmxsen. I need no advice from the Senator from Penn- 
sylvania as to how to conduct myself at a hearing because here is 
another “stinking” charge, and I just want to get an answer from the 
Secretary of Health, Educ ation, and Welfare. 

What do you think about that, Mr. Flemming? 

Senator CLarx. Mr. Chairman, I suggest you take over. 

Senator McNamara. Let the Secretary of Health, Education, and 
Welfare answer. Go ahead. 

Secretary Ftemmine. Mr. Chairman, Mr. Dirksen, and other mem- 
bers of the subcommittee, may I respond to your question in this way: 
I have served as Secretary of the Department since e August 1, 1958, 
and on the basis of the experiences that I have had since » that time, I 
know, first of all, that there is a clear recognition within the adminis- 
tration of the existence of a problem in this particular area. I 
know in the second place that there is a very deep seated concern 
regarding the problem. In my testimony this morning, I think that 
I have indicated clearly that we recognize the existence of a problem, 
that we do have a very deep seated concern for those who are a part of 
the problem. 

In the third place, I know that there is a genuine desire upon the 
part of the administration to find a solution to the problem that will 
build on the progress that has already taken place, rather than under- 
mine that progress, and I know that our search for that kind of a 
solution is proceeding with a very real sense of urgency. What I 
have said I know to be the factual situation. 

Senator Dirksen. Now, Mr. Carey, you are free to make response. 

Senator Crark. Mr. Chairman, I think the chairman ought to 
regulate who asks the questions. 

Senator McNamara. Senator Dirksen has been asking questions. 
I think the important thing is that we get a record here today and 
we are all on the same side, we agree that we need legislation. Per- 
haps there is some difference of opinion as to what form the legisla- 
tion should take, but at this point the important thing is that we 
get a record. We are making a record here, and let’s try to do it in 
an orderly manner. Senator Dirksen has the floor and is asking 
questions of the Secretary. He has asked one of Mr. Carey. 

Mr. Carey, do you care to respond at this time? 

Mr. Carey. Senator, it is not often that I have a chance to meet 
Senator Dirksen, and I do not suppose that this is the most favorable 
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— 


way of dealing with the question. I do not think there was anything 
in my testimony that indicated that I was the only one who knew 
anything about the Landrum-Griffin law. I think Senator Dirksen 
knows far more about the Landrum-Griffin law and how it came about 
than I know. I think he knows more about the Landrum-Griffin law 
and how it came about than either Landrum or Griffin. 

Senator Ranpotren. Mr. Chairman, a correction of the record. We 
do not have the Landrum-Griffin law on the books, We have the 
Reporting and Disclosure Act which was a combination of the Lan- 
drum and Griffin legislation of the House, and Kennedy-Ervin legisla- 
tion of the Senate. I was one of the Senators who sat on the con- 
ference. We came in good cause and conscience, and we brought out a 
composite bill, and I frankly grow a little weary of hearing the legis- 
lation which was passed by the Congress referred to as the Landrum- 
Griffin bill. That is not factual. I only make it as a correction of 
the record. 

Mr. Carry. That has no place here, but I am asked to respond and 
I would hope that Senator Dirksen not treat the aged citizens of our 
land the way he seeks to treat the working people of our country. 

Senator Dirksen. Mr. Chairman, parenthetically, I need only com- 
ment that after 11 days a the conference on which I served with my 
distinguished friend from Arizona, and you, Mr. Chairman, and the 
distinguished Senator from West Virginia and others, we not only 
concluded our labors, but got it approved by an overwhelming ma- 
jority in the House and Senate and that speaks for itself. But I want 
to go to something else. 

Mr. Carry. Sir, may I finish my response to you. 

Senator Dirksen. Yes, you may. 

Mr. Carrey. I heard no characterization by Secretary Flemming of 
my statement such as you made. Are you seeking to force Secretary 
Flemming to agree with you that my statement was “stinking” in part 
or in whole? I know of your lack of concern about the aged people 
of this Nation. 

Senator Dirksen. That is your private opinion. 

Mr. Carey. I know how little consideration you have got for the 
young people of this Nation as well. I doubt whether the Nation’s 
young people or working people would agree for a moment with your 
remark—a remark that Khrushchev and some others might make— 
that Walter Reuther’s statements are “stinking.” 

I don’t think Secretary Flemming has here in my presence agreed 
with your similar characterization of a portion of my statement. 

Senator Dirksen. Very well, my friend, you are for compulsion, 
and I am not. 

Mr. Carey. Sir, I am for compulsion in the field of education. 
There is likewise a certain element of compulsion necessary in the field 
of health, and I wonder sometimes if Senators should also not be 
compelled to meet some decent standard in their treatment of human 
beings, 

Senator Dirksen. Now, Mr. Carey, let me ask you, at the beginning 
of your statement you say: 

My name is-James B. Carey. I appear here as secretary-treasurer of the 
Industrial Union Department, AFL-C1O—composed of 65 unions with an in- 


dustrial union membership of 7 million—and as president of the International 
Union of Electrical, Radio, and Machine Workers. 


54566—60——9 
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Now, on page 12 of your statement you say: 

So far as I personally am concerned the administration’s shameful surrender 
to the American Medical Association and to the insurance companies is an 
outright betrayal of the needs of America’s 16 million older citizens. 

Were you speaking for yourself there, Mr. Carey, or were you 
speaking for 7 million people? 

Mr. Carey. I was speaking for myself in my capacity—— 

Senator Dirksen. Good, good 

Mr. Carey (continuing). As the representative of those 7 million 
people. Sir, if you need a demonstration of their support of that 
portion of my testimony, I can assure you it will be forthcoming. 

Senator Dirksen. You can supply it anytime so far as I am con- 
cerned, but I just wanted to anchor down that fact that you are 
speaking for yourself 

Mr. Carry. In my capacity as the secretary-treasurer of the indus- 
trial union department, and as president of the International Union 
of Electrical, Radio & Machine Workers. 

Senator Dirksen. But this opinion is your personal opinion—— 

Mr. Carry. And it is shared by millions of other people, Senator 
Dirksen. 

Senator Dirksen. I would like to know how you—— 

Mr. Carry. How I get elected to my office? 

Senator Dirksen. I don’t know how you got elected. 

Mr. Carey. I would be happy to explain, Senator, under more 
appropriate circumstances how I have been elected to my offices for 
over a quarter of a century. Incidentally for a large period of that 
time I happen to have been known to the present witness, the Sec- 
retary of Health, Education, and Welfare. I can testify without 
the restrictions that are imposed upon him in presenting my views. 
My testimony reflects the views of the over 7 million people in those 
65 units of the AFL-CIO I am privileged to represent. 

Senator, we are profoundly concerned about this particular prob- 
lem. We do not contend that we are the only ones concerned. We 
think Secretary Flemming is very much concerned about this prob- 
lem, but he is operating under restrictions that we think are not 
entirely fair. I only wish the Secretary could testify freely based 
on his knowledge and experience of this particular situation. I sug- 
gest that the administration has yielded to the National Association 
of Manufacturers and the pressures of the American Medical Asso- 
ciation in dealing with this question now before this committee. 

Senator McNamara. Senators, there is a live quorum call. Did 
anyone want to goand answer the quorum ? 

Senator Dirksen. Mr. Carey, how many of your people have seen 
this statement you read this morning ? 

Mr. Carey. Well, sir, with your help and your characterization of 
Reuther’s statement, many more people have seen his statement than 
otherwise would have seen it. And with this discussion here, I am 
sure many more will have my testimony called to their attention 
than would otherwise hear of it. I assure you, Senator, that the views 
that I state here are the considered views—requested time and again— 
of the unions that I am here representing. Convention after con- 
vention, meeting after meeting, have endorsed and reaffirmed these 
views. 
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I appreciate the statement of Secretary Flemming. He says that 
we are making progress in this field and he mentions a field that I 
am familiar w vith; negotiations with employers, to have hospitaliza- 
tion and medical care programs provided for retired employees. 1 
testified about that. But the fact is we are not having the success 
that the situation requires. 

Actually we have three points of view expressed here. Your point 
of view, Senator Dirksen, to do nothing in meeting this problem; the 
Secretary’s point of view to do as little as he is permitted to doasa 

result of pressures that Republican leaders in Congress have exerted 
upon the administration; and thirdly the point of view of let’s do 
what is called for, what is needed because it is long overdue. The 
Secretary is required to be an “explorer.” He is going to explore the 
problems and possibilities. He is going to explore areas of admitted 
need, areas where the AMA admits there is need, where the NAM 
admits there is need. The need is all the more urgent because em- 
ployers tell us that this human need is not our responsibility in the 
field of collective bargaining. We virtually had to force industry to 
provide supplementary pensions. Now we want to cover these aged 
people who are no longer our contractual responsibility. Out of one 
side of its mouth industry tells us the responsibility is up to the 
Federal Government, and, of course, out of the other side of their 
mouth they attack the proposed Federal program through the NAM. 
The NAM will send agents here to confuse your minds with regard 
to how much progress we are making in the field of collective ‘bar- 
gaining to help meet this problem of health and medical protection 
for the aged, 

Senator Dirksen. Now that you have finished your stump speech, 
Mr. Carey, give me an answer to the question, How many of your 
people saw this statement with these shameful statements in it before 
you read it here today ¢ 

Mr. Carrey. No one saw any statement with any “shameful state- 
ments” in it, Senator, nor did you hear me make a shameful statement. 

Senator Dirksen. If that is not a shameful statement I never saw 
one. 

Mr. Carry. You may not understand a statement other than a 
shameful statement. 

Senator McNamara. Let us keep in mind that we are trying to 
make a record on the problems of the aged and aging. 

Mr. Carry. How many people agree with you that it is a shameful 
statement ¢ 

Senator Dirksen. But you let it appear from this statement how 
many people you are speaking for and then you come along with a 
personal statement that they have never endorsed reflecting on the 
administration, reflecting upon the President, reflecting upon those 
who are seeking an answer in just as good faith, mister, as you. Now 
you can put that in your pipe and smoke it. 

Mr. Carey. Iam smoking a cigar at the present time. 

Senator Dirksen. You can smoke that one, too, when you get 
through and it will put a better taste in your mouth. 

Senator McNamara. Senator Clark. 

Senator Crark. Senator Dirksen ? 
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Senator Dirksen. Yes, I am through. I will get nothing out of 
this witness. The statement speaks for itself, but “Tam not going to 
let these insane statements like Jim Carey’s and Walter Reuther’s go 
into this record without some challenge. That has become a studied 
habit with these gentlemen and they are going to have it thrown back 
at them in great big chunks. 

Mr. Carry. I wonder, Senator, if you can be fair for a minute. 

Senator Dirksen. Fair? You talk about fairness. You have got 
a lot of gall to talk about fairness. 

Mr. Carry. Is there anything in my statement that you contend 
is erroneous / 

Senator Dirksen. I read them to you, and the very temper of the 
statement is such as to make it appear that only you and your as- 
sociates have some interest in it, when the Secretary testifies here that 
he has been having in the American medical people, the American 
welfare people, the American hospital people, anybody who can throw 
light on it. Maybe he has not had your crowd in. Maybe that is the 
trouble. 

I have had my say. 

Senator McNamara. Thank you, Senator Dirksen. 

Mr. Carey. Thank you, Senator, for coming. We certainly ap- 
preciate your being here. 

Senator Dirksen. Thank you so much, Mr. Carey. 

Senator Crark. Mr. Chairman, while Senator Dirksen is. still 
in the room I would like to say for the record in just one sentence 
that in the opinion of this member of the committee, there was 
nothing in Mr. Carey’s statement that was either shameful or stink- 
ing and that in the opinion of this member of the committee, the 
comments of the Senator from Illinois were unealled for and undig- 
nified. 

Senator Dirksen. That is just your opinion, Joe, and let us leave 
it stand right there. 

Senator McNamara. Let the record speak for itself. 

Do you have any questions, Senator Clark ¢ 

Senator Crark. Yes, I do. 

Senator McNamara. Go right ahead. 

Senator Ciark. Secretary Flemming, let us see if we cannot relax 
a little bit and approach this subject in somewhat a less emotional 
manner and a little less tension than we have had in the hearing 
room during the last few minutes. 

Let me say, as I said to you when you appeared here before, that 
none of the questions which I will ask you have any personal impli- 

cation of adverse attitude, that I honor and respect you as a fine 
American citizen doing the best you can with a very difficult job. 
Therefore, in questions which I will ask, which I imagine you will 
not agree with the implications of but I assure you there is nothing 
personal about it and I am earnestly attempting to seek the truth. 

Secretary FLemuine. Thank you. 

Senator Crark. Mr. Secretary, I was happy indeed to see in your 
statement that you have a sense of urgency about this problem and 
that the administration is deeply sensitive to the human issues here 
involved. 
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Well, I do not question for a moment that so far as you personally 
are concerned this statement is correct, but I would like to put the 
statement in a little bit of perspective and I would recall] to your 
mind that the first Secretary of Health, Education, and W elfare 
under the Eisenhower administration was Mrs. Hobby and that her 
deputy was the distinguished Governor of New York, Mr. Nelson 
Rockefeller. 

I ask you whether it is not correct that during their incumbency 
in office no recommendations were made to Congress in this field of 
health insurance for the aged. 

Perhaps, Mr. Secretary, I should amend that question slightly by 
saying no comprehensive legislation was recommended. 

Secretary Fremaine. I think, Senator Clark, your statement. is 
substantially correct. A reinsurance and pooling recommendation 
was submitted to the Congress and I wanted to make sure that that 
was not submitted during their incumbency. I note it was first intro- 
duced in the Congress in the year of 1954, which would have been, 
then, during the period that Mrs. Hobby and Governor Rockefeller 
were serving. 

Senator CLark. Would you not agree that that was not a compre- 
hensive method for dealing with this matter ? 

Secretary FLemmine. I would agree with that. 

Senator Crark. After Mrs. Hobby came your good friend and 
mine, Mr. Marion B. Folsom, whose deputy was another fine person, 
Mr. Elliott L. Richardson, and during the incumbency of those 
gentlemen there was no comprehensive recommendation presented. 

Secretary Fiemmine. Only a reinsurance and pooling bill; that 
is correct. 

Senator CLark. Now, Mr. Secretary, you have been in office since 
August of 1958 and for reasons which I am prepared to admit for 
the record were not under your control, there has not been as yet any 
comprehensive recommendation in this field presented by the ad- 
ministration, is that not correct ¢ 

Secretary FLremmine. That is correct. 

Senator Ciark. Do you hope to have such a comprehensive come- 
down from Congress before we adjourn in July of this year? 

Secretary FiemMine. Senator Clark, I am not in the position 
where I can make a definite prediction along that line. I tried to 
convey in my statement, and I hope I succeeded in doing so, the fact 
that I am pursuing this particular assignment with a real sense of 
urgency. I do expect to complete the consultation within a period 
of a couple of weeks and then as I indicated, I hope immediately 
after that to present a concrete proposal along the lines of my test- 
mony. Obviously I am not in a position to make a firm prediction 
as to what happens beyond that particular point, but I think that it 
is clear from my statement what my own hopes are along that line. 

Senator CLark. I agree with you in everything you say, but it is 
a matter of public record, is it not, that you have been unsuccessful 
in the recent past. in persuading the administration to adopt the pro- 
gram in this field which you, yourself, recommended ? 

Secretary FLemmine. Senator Clark, I think it should be put in this 
way: That the proposal or the program, the general outlines of the 
program which I have discussed within the executive branch has not 
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either been accepted or rejected and that what happens to it in the 
future depends on the outcome of the studies that I am now making 
and on the kind of specific proposal that emerges from those studies. 

I think, and I am not blaming anybody and am not critical of 
anybody, I think the implication that something has been rejected, 
that you certainly can read in some of the stories that have been writ- 
ten is not correct, that I am in a position where a particular basic 
approach has been outlined. It has not either been accepted or re- 
jected up to the present time. 

Senator Crark. Perhaps the press accounts were inaccurate. 

Secretary FLtemmine. I will not say they are inaccurate. I recog- 
nize that people indulge in speculation when you get into an area of 
this kind. This I know to be the fact, that the kind of approach I 
have outlined in my testimony is the kind of approach that has not 
been either accepted or rejected up to this time. 

Senator McNamara. You charge it to interpretative writing on 
the part of the reporters, is that it ? 

Secretary Freaine. I will not charge it to anything, Mr. Chair- 
man. Iam just interested in setting the record str aight for the bene- 
fit of the committee. 

Senator McNamara. Go right ahead. 

Senator Crark. Mr. Secretary, we could, however, agree could we 
not, that more than 7 years after the Eisenhower administration took 
office and less than 3 months before the anticipated adjournment of 
the Congress for the last time in the Eisenhower administration, that 
administration has presented no comprehensive plan of health insur- 
ance for the aged to Congress? 

Secretary Fremmine. The record is clear on that point. 

Senator CLark. Now, Mr. Secretary, I wonder if you would indulge 
me by turning to page 2 ‘of the statement you read to us—— 

Secretary Freaainc. I am wondering if I can also say in response 
to this question that certainly to a certain degree I think that the 
record to which you refer is a reflection of the complexity of the 
problem, the diffic ulty of arriving at conclusions that are both sound 
and generally acceptable. It seems to me this is reflected by the fact 
that during this same period, although the Congress has had the mat- 
ter under consideration quite a number of times, it has not found 
it possible to agree on what it would regard as a sound basic approach 
to the solution of the problem. I am not critical of either side when 
I say that. I simply think that to some extent at least it does re- 
flect the fact we all recognize that we have got a problem, we all 
recognize it is a difficult one, and one on which it is not easy to get 
agreement on a sound solution. I hope that we can move in the di- 
rection of arriving at a sound solution. Of course I am sure you 
would recognize, as I do, that during this period of time both the 
executive and the legislative branches have taken action which is 
constructive and which is sound in connection with dealing with the 
total problem of the aged. I referred just to a few of those illustra- 
tions at the beginning of my testimony. 

In other words, neither the executive nor legislative branch have 
just been standing aloof from the problem, but both have recognized 
its existence, both, I think, have made contributions to improving the 
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situation and both have found it difficult to agree on a solution that 
would get wide support in this particular area 

Senator Ciark. Unlike you, Mr. Secretary, I am critical of both 
the Congress and the administration. I am critical of both the Re- 
pub ican P arty and the Democratic Party. I think we have left un- 
solved a critical problem of our time in a way which I will not say—I 
certainly would not say it was stinking but I might imply that it was 
shameful. My own view is that we should have acted long ago in 
this field. It 1s also my view, based on the relatively small experience 
I have had down here, that it is very difficult for Congress to act in 
the absence of executive leadership and I would make a comment to 
which I am sure you may want to make a reply, that the sense of 
urgency in the Eisenhower administration and its deep sensitivity to 
the human issues here involved arrived in August of 1958 when you 
became Secretary of Health, Education, and Welfare. 

Secretary Fieamine. Well, Senator C lark, I do not think I would 
share that part of the statement. I appreciate your point of view on 
it. But let me say this in response to the first part of your statement : 
I, like you, am unhappy over he fact that the executive and the legis- 
lative branches have not yet been able to agree on an approach to the 
solution of this problem. And my hope is that—in other words, let 
me put it this way, in terms of governmental participation in helping 
to solve this specific problem that we have in front of us at the present 
time, on the scale of a hundred, and when I say “governmental” I 
am talking about both States and Federal Government, on the scale 
of a hundred we just have not moved at all. 

Senator Ciark. I could not agree with you more. I would like 
to underline what you just said. 


NEED FOR AGREEMENT ON APPROACH 


Secretary Fiemmine. That is right. I think the facts point to 
that very, yes A clearly. My hope as I work within the executive 
branch and as I appear before the legislative branch is that we can 
arrive at an agreement on a plan which will move us up that scale. 
It may not move us up that scale as far as some would like to see us 
move. It may not move us up as rapidly as some would like to see 
us do it. I think the important thing is to get off dead center and 
begin to move up the scale. And as I approach the matter, I ap- 
proach it in this spirit and with this desire to achieve this kind of an 
objective. I also would like to say this in response to your last com- 
ment: I do know that my predecessors struggled with this problem. 
[ know something about the interest that Mrs. Hobby and Nelson 
Rockefeller took in it. I was sitting in the Cabinet as Director of the 
Office of Defense Mobilization. I listened to the presentation. I 
know that both of them did have a deep-seated concern. I have talked 
with my immediate predecessor, Secretary Folsom a good many times 
about this and you know, as I do, about his great interest in the social 
security system as a whole and his great interest in the problems that 
are presented by the issue that is before us at the present time. I 
know that he earnestly and sincerely oo to work his way through 
to a sound program in this particular area. 

Like you, I am unhappy over the fact that both the executive and 
legislative branches of Government have not reached this solution, 
but frankly, I think that on both sides people have been sincerely 
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trying to reach a solution. But I am willing to forget the past and 
do everything we possibly can now to get off dead center. 

Senator CLark. So am I, The only reason we have gone into this 
is because I do think the roadblock has been in the White House. 
You probably do not agree. 

Senator McNamara. I think this colloquy indicates, however, that 
we all agree it is time we got started on the problem. 

Secretary FiemMine. That is right, Mr. Chairman. 

Senator McNamara. We have enough evidence to show that we 
should get started on a minimum program now in the health service 
area without waiting for all the answers. Do you not agree that we 
have enough evidence for that ? 

Secretary FiemMine. I think that we have plenty of evidence as 
far as the nature of the problem is concerned. It does seem to me 
that we do need to do some hard, intensive work on developing a 
practical plan that will represent a start in the direction of the solu- 
tion of the problem. 

I would like to say, Senator Clark, that I do not think that there 
is any one subject that I have talked to the President more about than 
this particular subject. He does recognize the existence of this prob- 
lem. He recognizes particularly the situation that confronts the 
person who is not a part of a group plan as a result of being in the 
type of employment that Mr. Carey has talked about, the individual 
who has not been in a group plan, who is not in a group plan, who in 
all probability now will never have any opportunity of getting into 
a group plan but who does have to face the hazards of a long-term 
catastrophic illness and that is—I certainly am not going beyond in 
what I have said there, in the statements the President has made 
at his press conference where he has indicated his concern for this 
part of the problem, so that again my whole feeling is that we will 
move ahead more rapidly if we do recognize a deep-seated concern 
on the part of all concerned and try to see if we can get a meeting 
of minds on a good solution for the problem that confronts us. 

Mr. Crark. One more question in this area and then I shall yield 
briefly to Senator Randolph. If the President has this deep sensi- 
tivity in regard to the problem and need for solution, why have 7 
years and 3 months of his administration gone by without a single 
comprehensive recommendation having come down to Congress? 

Secretary Fremmrne. Senator Clark, of course we did review that 
earlier and I believe that it is attributable to a very large extent to 
the kind of a problem that confronts us. I cannot, although I recog- 
nize the role of the executive is stimulating in an area of this kind, 
I cannot overlook the fact that apparently ‘the C ongress has been up 
against the same kind of problem that the exec utive branch has been 
up against. There has not been any widespread support for any par- 
ticular proposal up to the present time. If there had been, of course 
the Congress would have acted. 

Senator Crark. Well, I do not want to turn this into a political 
thing, I really do not. But I would point out to you that in my 
judement, without the slightest doubt had it not been for the op- 


position of the Republican Party, the Forand bill would have passed 
long ago. 
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Secretary Firemuine. At this aye ular point, Senator Clark, I 
would have to call attention to the fact that the Congress has been 
under the control of the Democratic Party. 

Senator CLarK. Some of us are not so sure. 

Senator McNamara. The Senator indicates that he is going to yield 
to Senator Randolph. 

Senator Ranpotpn. May I address myself very quickly to the 
statement of Mr. James Carey, prior to asking three or four, pos- 
sibly ote questions. 

Mr. Carey, I was not in the room during the entire statement which 
you aa to the subcommittee. I did hear the latter portion of that 
statement. I have since read the statement carefully. I am not at- 
tempting to agree with my colleague, Senator C lark or to disagree 
with my colleague Senator Dirksen. I am only saying to you for 
the record that I consider it a significant and stimulating statement 
which will be helpful to this subeommittee in connection with its de- 
liberations and I hope with its determination in a_ constructive 
manner. 

I wish, Mr. Chairman, to call attention to the statement on page 4 
in the second paragraph where Mr. Carey has mentioned certain or- 
ganizations, groups and spokesmen, per se, and in the classification of 
these groups under one umbrella he has indicated that perhaps they 
are deficient in their proper regard for a program of medical care. 

I would want to say, Mr. Carey, that I personally feel that we per- 
haps do this entire cause a disservice whether the contemplation comes 
from one quarter or another, when we seem to impugn the motives of 
any individual or group in connection with the vital subject matter 
before us. That is my personal opinion and I simply wish to state it 
for the record. I can have disagreement with others but I trust that I 
shall be able always to accord to those persons the right and the 
reasonableness of their approach as they see that right and that 
reasonableness. 

Now I turn to page 12 of your statement and I note in the fourth 
paragraph that you are happy to learn that the chairman of the sub- 
committee has called for legislation now to provide a balanced pro- 
gram of health service for America’s elder citizens through the social 
insurance system. 

Mr. Carey, for the record, once again, I have been delighted that 
you have said in your statement that the chairman has indicated that 
this is his position. I would also wish the record to show that this is 
the position of others on the subcommittee and that that position was 
made clear in the statement you refer to which has been designated by 
you as coming from the subcommittee chairman. It was joined in by 
others of the subcommittee. 

Mr. Chairman, I wish now to question the Secretary and I trust 
very briefly. 

Senator McNamara. Before we go to the Secretary, does Mr. Carey 
have any comment ? 

Senator Ranpoten. I am sorry. 

Mr. Carry. Senator, I appreciate your statement. I feel, and the 
people I represent feel, that the American Medical Association and 
the National Association of Manufacturers do have a reactionary ax to 
grind. I did not characterize all insurance companies in the same 
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manner. In fact, I leaned pretty heavily on a statement by the presi- 
dent of one of the industry’s important and well-known organiza- 
tions—the Life Extension Foundation. I refer to it on page 2. It 
was founded by President William Howard Taft back in 1914. Ex- 
tremely active in that organization as a founder and in its early days 
was Irving Fisher, an extremely well-known economist of Yale. The 
Foundation has been continuously supported by a great number of 
insurance companies and, of course, employer organizations as well. 
They have promoted programs along these lines and I think the 
studies and surveys they have made offer sound testimony for the 
subcommittee and I offered some of it here today. 

Now, maybe someone may not agree that the problem exists that 
we find candounting the aged and aging in this country. I think it 
definitely exists. I do not think there is a single organization or 
institution that does not have a stake in discussing whether or not 
we need a measure of Federal planning in this particular area, whether 
we can rely on the tender mercies of the American Medical Associa- 
tion or on insurance companies to resolve on an entirely voluntary 
basis, the economic dilemma confronting so many millions of people 
who will never be able to afford the increasing cost of the so-called 
voluntary programs. Therefore I object to the kind of tacties that 
are being employed of using scare words, such as “socialized medi- 
cine,” to prevent solution of this tragic national problem. As I in- 
dicated to Senator Dirksen, I have been around Washington 25 years 
or more testifying before committees. I testified in favor of Sociat 
Security and that testimony was in the tradition of the labor move- 
ment’s long history of supporting such social necessities as compul- 
sory education. We were told down through the years that compul- 
sory education and social security were going to eliminate freedom 
in America. Why, I heard testimony given by the American Medical 
Association and the NAM against social security on the ground that 
it would Sovietize America, that everybody would have to wear a 
number. I am sure that members of this subcommittee and the 
Secretary have heard such absurd statements in opposition to the 
minimum benefits and protections that the Government has under- 
taken to meet the problems of the Nation and the people. 

My testimony was not designed for the purpose of raising con- 
troversy. However, I do say to you, Senator, that we are not in- 
timidated by the epithets or actions of Se nator Dirksen. Nevertheless 
I would like to apoligize to this committee if the members feel that 
I could have done anything to prevent such a display. I do not 
doubt that this hearing will have repercussions. But the people of 
America, I assure you, especially those in the labor movement, want 
this proposed legislation and are willing to carry their fair share of 
its cost when enacted. 

Senator, as I say, the future will vindicate labor’s position. I eae 
like to commend this committee and also Secretary Flemming for a 
least trying for a program in the face of ruthless obstacles that ca 
been placed in the way of any program. But I will tell you frankly, 
I would have a great deal of difficulty dealing with Senator Dirksen 
and trying to arrive at an agreement on any program to protect our 


aged citizens. But sucha program, I am positive, is in our legislative 
future. 
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Senator McNamara. We have a rolleall going on in the Senate on 
a motion to table an amendment. It is going to be necessary for us 
to recess or adjourn. 

Certainly this is a bad place to break it off, Mr. Secretary. 

I have many questions to ask both of you gentlemen and wish to 
give the other members of the committee an opportunity to ask their 
quest ions. 

Senator Ranpotryu. Mr. Chairman, will the Secretary return at 
another time? 

Senator McNamara. I was about to ask him. 

Will you be able to come back some other day that we can work out? 

Secretary Firemmine. I might say, Mr. Chairman, in terms of day, I 
had planned to attend a joint session of the Congress and listen to 
the President of Colombia. I would be free this afternoon. 'Tomor- 
row I think I am scheduled to be before the Ways and Means Com- 
mittee again. 

Senator McNamara. I have in mind next week or the week after. 

Secretary FLemMine. I would be very, very happy. 

Senator McNamara. We might continue at that time. 

Mr, Carey, I think it is unfortunate that we are cutting you off in 
this position because we have some questions, but I think your state- 
ment generally is pretty clear and we wil] not ask you to return unless 
you make the request. 

Mr. Carey. I will be at the disposal of the committee if they should 
desire my return. 

(Additional statement of Mr. Carey re: Secretary Flemming’s testi- 
mony :) 


INTERNATIONAL UNION OF ELECTRICAL, RADIO & MACHINE WORKERS, 
Washington, D.C., April 12, 1960. 
Hon. Pat MCNAMARA, 
Chairman, Subcommittee on Problems of the Aged and Aging of the Senate 
Labor and Public Welfare Committee, U.S. Senate, Washington, D.C. 


My Dear SENATOR MCNAMARA: As you will recall, after I presented my pre- 
pared testimony before your subcommittee on April 6, 1960, but before I was 
questioned, Secretary Flemming was given an opportunity to state the adminis- 
tration’s position regarding its program to meet the need of adequate medical 
care for retired people. He made some comments which had a direct bearing on 
my own testimony. Although I was anxious to comment on his testimony, I did 
not have an opportunity to do so because of the vigorous exchange between Sena- 
tor Dirksen and myself. Under the circumstances, I would greatly appreciate 
your placing my following comments on Secretary Flemming’s testimony in the 
record of your hearings on this matter. 

Secretary Flemming emphasized that the administration is anxious to find 
a practicable solution for the need of adequate medical care for retired people 
and discusses the actions taken by the Federal Government in increasing OASDI 
benefits, improvements in the old-age assistance program, increased funds for 
medical research, etc. But he admits that less than 42 percent of those over 
65 years of age have health insurance. He fails to point out that this will 
represent in 1965 only 57 percent of the aged population, and even by 1970 
only 68 percent of the aged population will be covered. He fails to point out 
that his 1959 report indicates that the increase in coverage is likely to slow 
down rather than to continue at the present pace. 

Secretary Flemming is quoted in the April 2, 1960, issue of Business Week 
as stating: “Approximately 6.5 million aged persons currently have some health 
insurance. Continued progress in the direction of covering an increasingly large 
percentage of the aged by voluntary hospital insurance programs will still leave 
us with serious problems.” The size of that program would have been better 
indicated if he had stated the fact that 10 million men and women 65 years of 
age and over have no health insurance. 
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Secretary Flemming fails to discuss the adequacy of the coverage now made 
available. The benefits are grossly inadequate and the premiums excessively 
high. Typical policies provide $10 a day for a semiprivate hospital room, 
although the cost in the majority of hospitals in larger cities for semiprivate 
rooms is $20 a day and more. The policies usually limit hospital expenses to 
$100 to $200. In individual plans, the insurance companies have the right to 
cancel at any time, and we have evidence of a person who paid premiums for 
20 years on an individual policy only to have it canceled the first time he at- 
tempted to collect benefits. Total lifetime protection in private policies varies 
from $750 to $1,500 for a man and his spouse. 

Secretary Flemming mentioned that 68 Blue Cross and Blue Shield plans 
now permit persons 65 years or over to participate, but his own Department 
reported that approximately 82 percent of the Blue Cross and Blue Shield plans 
which allow individual enrollment require that a health certificate be submitted 
with the application. This would obviously lead to rejection of a substantial 
percenta rc of applicants. Furthermore, many plans exclude protection against 
previous ailments even where an application is accepted. 

The Secretary opposes “the compulsion” of the Forand bill on the grounds 
that it would (1) curtail the opportunity for continued growth of voluntary 
health insurance: (2) foreclose future opportunity for private groups to show 
that they can deal with the problem: (3) include persons with no need for pro- 
tection: and (4) exclude those over age 65 who were not eligible for social 
security. 

It is regrettable, indeed, that the Secretary sees fit, at this late date, to use 
the arguments employed by diehard reactionaries who opposed enactment of the 
Social Security Act in 1935 and its subsequent amendments, including the addi- 
tion of disability benefits in 1956. If he makes these arguments seriously, he is 
not in accord with the principles of the Social Security Act, and should in all 
good conscience have nothing to do with its administration. However, I do not 
believe that he does make these contentions seriously, and am constrained to 
believe that he makes these statements reluctantly as an apologist for a bank- 
rupt administration policy. 

The guidelines which he suggests for the recommendations he hopes the ad- 
ministration will make are entirely negative. If adopted, there is no assurance 
that they would provide relief for many years to come. If the responsibility is 
placed primarily on each State to work out its own plan, it is evident that the 
residents of many States will not receive relief for many years, because the 
American Medical Association and the National Association of Manufacturers 
are strong enough in many States to prevent the adoption of such legislation. 
Furthermore, any proposal to subsidize the insurance industry is tantamount to 
an admission that private industry cannot deal with the problem of an adequate 
medical program for the aged. There is no justification for giving the insurance 
industry a profit for simply administering funds, a substantial part of which 
would come from the States or the Federal Government. If the program is to 
be based on money contributed by the Government, then there is no justification 
for denying the Government the right to administer the program directly. 

Finally, proposals which the Secretary now makes have been made time and 
again in past years, have been explored over and over again, and have failed 
to achieve any results. 

The apologetics in which the Secretary has indulged in his testimony before 
your subcommittee show clearly that the administration is surrendering to the 
fallacious and self-serving arguments of the American Medical Association and 
the National Association of Manufacturers. It is as clear as it can possibly be 
made, without explicit admission, that the administration will not come forward 
with an adequate program. Under the circumstances, I again urge the adoption 
of legislation following the principles of the Forand bill. 

I greatly appreciate the courtesies that you have extended to me. 

Very truly yours, 
JAMES B. Carey, President. 


Senator McNamara. Thank you very much indeed. 
The hearing is recessed. 


(At 11:50 a.m., the committee adjourned until 10 a.m., Monday, 
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U.S. SENATE, 
SUBCOMMITTEE ON PROBLEMS OF THE AGED AND AGING, 
CoMMITTEE ON LABoR AND PuBLIC WELFARE, 
Washington, D.C. 

The subcommittee met at 10:05 a.m., pursuant to recess, in room 
4232, Senate Office Building, Senator Pat McNamara (chairman of 
the subcommittee) presiding. 

Present: Senators McNamara (presiding), Randolph, and Bruns- 
dale, members of the subcommitiee. 

Subcommittee staff members present : Sidney Spector, staff director, 
and Harold Sheppard, research director. 

Committee statf members present: Stewart E. McClure, chief clerk; 
Robert W. Barclay, professional staff member; Michael Bernstein, 
minority counsel, Raymond Hurley, minority professional staff 
member. 

Also present: James D. Sundquist, administrative assistant to 
Senator Clark. 

Senator McNamara. The hearing will be in order. 

We are happy to have Mr. Flemming back this morning. He was 
not quite finished the other day, and we are glad that he was able to 
tuke the time to come back. 

We are conscious of your busy schedule and program and appreciate 
very much your cooperation in the matter, Mr. Secretary. 

Secretary FLemMine. I am very happy to be here, Mr. Chairman. 
Senator McNamara. Do you have any additional statement / 


FURTHER STATEMENT OF ARTHUR S. FLEMMING, SECRETARY, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, ACCOM- 
PANIED BY DAVID B. H. MARTIN, SPECIAL ASSISTANT TO THE 
ASSISTANT SECRETARY; IDA C. MERRIAM, DIRECTOR OF RE- 
SEARCH, SOCIAL SECURITY ADMINISTRATION; DR. WILLIAM H. 
STEWART, CHIEF, DIVISION OF PUBLIC HEALTH METHODS, 
OFFICE OF SURGEON GENERAL, PUBLIC HEALTH SERVICE; M. 
ALLEN POND, STAFF ASSISTANT TO SECRETARY, DEPARTMENT 
OF HEALTH, EDUCATION, AND WELFARE; AND ROBERT A. 
FORSYTHE, ASSISTANT SECRETARY, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 





Secretary FLemauine. I donot, Mr. Chairman. 
Senator McNamara. Mr. Flemming, statements have been made in- 
dicating that the use of the social security system to finance medical 
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care for the aged would be inflationary. What is your reaction to 
such a statement ? 

Secretary Fiemmine. Mr. Chairman, that is an observation that 
has not been called to my attention. I have not, frankly, thought of 
it one way or the other, but my offhand re action to it would be that 
it would not be. 

Senator McNamara. According to your figures, by 1965, about half 
of the aged would have insurance. I take it you mean under existing 
circumstances. That would mean about 9,000,000 would have none. 
Does your plan contemplate doing anything about these other 
9,000,000 ? 

Secretary Ftemminc. Mr. Chairman, the plan that we are work- 
ing on, of course, would open up opportunities to the remainder that 
they do not have. This is particularly true of those of low income, 
that is, who would fall in the low-income brackets. 

Senator McNamara. So, when you get your plan developed you 
have in mind that you w vill cover the other 9 million as well ? 

Secretary Fiemine. That is it would open up opportunities for 
us. No one can predict in advance how many of them can take ad- 
rantage of the opportunity. But they would have an opportunity to 
obtain coverage that they do not now have. 

Senator McNamara. We have heard a lot of talk about voluntary 
systems doing the job and you have in mind basically a voluntary 
plan? 

Secretary Ftemmina. The plan that we are working on would rest 
on the voluntary principle. It would make it possible for the indi- 
vidual to obtain coverage and, in the case of those with low incomes, 
they would be able to obtain the coverage at a very low cost. 

Senator McNamara. Of course, the theory of those who favor using 
the social security system is that one would pay for his insurance in 
his working years to carry him over into the retirement years. The 
basic plan of the social security system, as I understand it, is just 
that, carrying them after they quit working. Your plan would not 
contemplate spreading the burden to anyone but the retired people 
themselves. 

Secretary Fremmine. That is correct, Mr. Chairman. At least as 
far as we have gone in the development of our plan we are thinking 
in terms of making the type of plan that we are talking about avail- 
able to persons 65 or over. 

Senator McNamara. They would pay the whole shot ? 

Secretary FLemmine. They would not pay the—they plus the State 
government and Federal Government would pay it. But, for example, 
in the case of those whose incomes are very low, we are thinking in 
terms of only a nominal contribution on their part with the remainder 
being paid by the State and Federal Governments. The State and 
Federal Governments would carry this particular load. 

Senator McNamara. Of course, we do know that the States are 
pretty hard pressed to raise funds now. There are very few States 
that are not complaining about the lack of tax base. So this will be 
a real stumbling block in that approach, as I see it. 

I do not think you can overlook this theory of paying for health 
insurance and other things, as we do social security, during productive 
years for people who are ultimately going to retire. I would think 





HEALTH NEEDS OF THE AGED AND AGING 137 


any program, in order to be successful, would have to have that ele- 
ment in ‘it, whether it would be covered by private or other insurance 
companies. 

Incidentally, is the bill that was introduced by Senator Javits and 
others substantially the administration program ! 


JAVITS BILL 


Secretary FLemmine. Mr. Chairman, I have not—we have not had 
the opportunity of making a detailed analysis of the bill and de- 
veloping any position within the executive branch. I would say, 
however, on the basis of what I know about the bill, that it certainly 
does accept some of the basic principles that we are ‘keeping i in mind 
in the development of our plan. 

For example, it is a voluntary approach. It does provide, as I 
understand it, for partic ipation on the part of the policy ‘yholder and 
on the part of the State and Federal Governments. So that certainly 
looked at from that point of view, it is a plan which incorporates many 
of the basic principles that we are keeping in mind as we develop our 
own plan. But I am not in a position to indicate whether we agree or 
disagree with the specific provisions that have been incorporated in 
the bill at the present time. 

We do think, looked at from our point of view, that it does con- 
stitute a step in the right direction. 

Senator McNamara. Would you have any idea how much $15 would 
buy—the $13 under the plan of Senator Javits, and the others? 

Secretary Fiemminc. No, offhand, I would not. I appreciate that 
is something—you are referring to $13 a month, I assume. 

Senator McNamara. Yes. 

Secretary Fremmine. In other words, about $156, an annual pre- 
mium of about $156 a year. As I understand it, their plan does outline 
certain benefits that could be purchased with that amount. Of course, 
we have not had any opportunity of having that checked by persons 
who are experts in the area. 

Senator McNamara. I think that they outlined what they thought 
would be reasonable—— 

Secretary Fremminea. That is right. 

Senator McNamara. Outlays, but I do not think they indicated that 
anybody could do this for $13 per individual. 

Secretary Fremmrine. Mr. Chairman, I am not in a position to 
comment. I think you are correct that they did indicate either in the 
bill or in the statement, the type of benefits they felt could be pro- 
vided for this R irticular amount. 

Senator McNamara. Well, I guess there has to be a lot of develop- 
ing done in all of these plans. 

Secretary FLemuine. That is right. 

Senator McNamara ‘You used a figure of 614 million being covered 
now in some form of health insurance. 

Secretary Fremmine. Approximately 40 or 42 percent of the 16 
million. 

Senator McNamara. That would be about 614 million. 

Secretary Fiemmine. That is correct. 

Senator McNamara. How is the figure arrived at? 
survey or some reporting that disclosed this figure ? 

Secretary Fremine. Mr. Chairman, this is based on a survey made 
a number of years ago and then on the basis of projections from that 


Do you have a 
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particular day. I would like to ask Mrs. Merriam, who provided the 
leadership for the study that we made for the Ways and Means Com- 
mittee, about a year ago, to indicate just how the figure was arrived at, 

As you appreciate, this figure first appeared in the report that we 
submitted to the House W ays and Means Committee just about a year 
ago, at the request of that committee. 

Mrs. Merriam. The basic figures, Senator, came from two census 
surveys, one made in 1952 and one in 1956. Unfortunately, we do not 
know of any more recent information based on a complete population 
survey. I believe that the national health survey which the Public 
Health Service in the Department carried on is reasonably soon going 
to have something. But what we have to do is to project forward and 
say, “If the same rate of growth that occurred between these two 
known periods continued, this is about where we would be.” 

We are able to check this against some information from Blue 
Cross, some information from insurance companies and we think it is 
approximately right. But that is the best we can say for it. 


HIGHER MEDICAL COSTS FOR THE AGED 


Senator McNamara. We have made some attempt to get figures 
from insurance companies and up to now we have not been successful 
and this is why we are interested in where you got the figures. But we 
will check that and check that report, and see if we can use that in some 
of our compilations. 

Do you agree that the cost of medical care is about 80 percent higher 
for the elderly than it is for the rest of the population—80 percent? 

Secretary Fiemmine. Mr. Chairman, I assume you mean that their 
expenditures run about 80 percent higher than the rest of the popula- 
tion. 

Senator McNamara. We are talking about. cost actually, so I sup- 
pose cost and expenditures are synonymous. 

Secretary Fremminc. All I have in mind is that the basic charge 
made for the aged would be the same as others, but their total expendi- 
tures would, of course, run higher—within that range; yes. 

Senator McNamara. Then it is also true, of course, that insurance 
premiums are much higher, and understandably so, in the face of this 
kind of a situation. And the benefits are generally much less for 
people over 65. 

Secretary FLemuine. That would be correct. 

Senator McNamara. Still the plan that you have in mind, contem- 
plates using this program even though the benefits are less and the 
premiums are much higher ¢ 

Secretary Fremmine. Mr. Chairman, the plan we are working on 
simply contemplates building on the progress that has taken place 
in the area up to the present time. We do not feel by any means that 
progress could be characterized as the type of progress that resolves 
the problem, as I indicated in my testimony the other day. I ree- 
ognize that the problem has not been resolved. I also indicated in my 
testimony that even assuming that the projections that we have 
made are accurate projections, and that by 1965 we would reach the 
point indicated in my testimony, there would still be problems _ be- 

cause there would still be people with inadequate coverage, there would 
still be people who did not have any coverage, but who ‘would be will- 
ing to obtain coverage if they could obtain it at a reasonable figure. 
So the approach that we are taking contemplates building on this as 
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a foundation, but providing for such supplemental funds on the part 
of both State and Federal Governments so as to make coverage avail- 
able to a larger number of persons and also so as to provide more ade- 
quate coverage than some of the policies provide. I certainly would 
not allege that if the figure of 614 million is a correct figure, and as far 
as we know it is, that all of those persons had adequate coverage. 
That would not be a sound allegation at all. 

Some of them probably have good coverage and, on the other hand, 
some of them, although, they have coverage, most of us would recog- 
nize that it was inadequate coverage. 

Senator McNamara. I am sure we both agree that what we are 
trying to work out is the floor on which to build and that a larger 
number of people would be able to carry insurance, depending on 
their economic situation. 

Do you agree that that is substantially so? 

Secretary Fremmrine. Certainly, Mr. Chairman, it would operate 
in that way. I do think the situation, as far as health insurance is 
concerned, is a little bit different than the pension situation. We 
know, of course, that in that area the people do build on the floor 
that is provided in social security. I know, for example, that at the 
university I headed for a number of years, when university employees 
were made elegible for social security, we simply added that to our 
pension system we had in effect. at that time. And I think that was 
true of a great many education institutions, and, of course, we know 
it is true on the part of the e ivate organizations, business and indus- 
trial organizations and we also know it is true as far as the indi- 
viduals concerned. 

In the case of health insurance, although I am sure there would 
be some of the same type of development, “probably people are more 
inclined to feel that if they have a reasonably adequate policy it is not 
necessary to build on it. That is purely speculative on my part, but I 
think there is some difference between the two and probably it would 
work out that way. 

And yet, on the other hand, I am sure that if the kind of a plan 
that we are working on were put into effect, that some persons would 
take advantage of it and then if they wanted to provide for a private 
room instead of semiprivate room, why they might take out additional 
protection in order to make that possible. 

Senator McNamara. When the present social security program was 
adopted, a great many people thought it would do great damage to 
the voluntary life insurance companies. What is your experience? 
Does the history of life insurance companies indicate that they were 
injured by the adoption of the social security system ? 

Secretary Fremmine. I do not think so, Mr. Chairman. 

Senator McNamara. It seems that they grew considerably since 
those days and that this was very helpful rather than injurious. 





COST OF LIVING 





FOR RETIRED PERSONS 


Do you have any figures on how much it costs a retired couple to 
live these days? W hat are your recent figures ¢ 

Secretary Fiemine. Mr. Chairman, we do not have any figures 
with us along that line. We would be very glad, in cooperation with 
- Department of Labor, to develop some figures and submit them 
for the record at this point. 
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Senator McNamara. I wish you would. I think it would be very 
helpful to do that. 
Secretary FLemMine. We will be very happy to do that. 
(The figures referred to above follow :) 


INCOME NEEDS OF THE AGED 


A question frequently asked is—granted that the aged as a group have rel- 
atively low incomes, how much do they really need? Certainly for many of 
the aged, with the children gone, the home largely paid for, and the expenses 
attendant upon working and caring for the young largely over and done with, 
their wants in many aspects of daily living with the notable exception of 
medical care, have abated. But determination of the degree to which their 
lower resources meet their changed requirements is complicated by the fact 
that no generally accepted measure of these requirements exists. 

“Need” is of course a relative term. Probably all would agree that the ade- 
quacy of a given dollar income for a particular aged couple will vary in part 
With the amount of income and standard of living they enjoyed prior to retire- 
ment. It will vary further with the size of the community they live in, with 
personal considerations such as their state of health, whether or not they own 
their own home, and perhaps also with the extent to which they can call on 
children and other relatives to help out in the case of an emergency. 

Various methods have been used to estimate the cost of maintaining an elderly 
couple at a specified level. One such estimate was the Social Security Admin- 
istration budget for an elderly couple, designed to provide “modest but adequate” 
living for those renting their home in a city. When last priced in October 1950 
the annual cost of this budget ranged from about $1,600 in New Orleans to 

$1,910 in Milwaukee, with New York just about between at $1,780. A similar, 

updated budget for elderly persons living in New York City is priced every 
year by the New York City Budget Standard Service. At October 1959 prices, 
a couple renting an apartment would need $2,380 to buy the goods and services 
included. An elderly man keeping house alone would need $1,790, an elderly 
woman $1,650. 

The Bureau of Labor Statistics is currently revising the budget for an elderly 
couple in the light of more recent information on family consumption patterns. 
By the first of June it is expected that budget cost figures will be available for 
6 large cities, with estimates for 14 other cities to follow soon after. Because 
the budgeted goods and services are being priced for couples residing in cities, 
the dollar total needed to obtain them will of necessity be somewhat greater 
than for a corresponding budget priced in rural areas, where money income is 
lower but noncash income (i.e., items obtained without direct expense) is likely 
to be higher. The five out of eight persons 65 and over who live in cities have 
higher cash incomes on the average than the two in small towns and villages or 
the one on a farm. This advantage is somewhat offset, however, by higher 
day-to-day living costs and the fact that fewer of the city dwellers have the 
benefit of homeownership or the opportunity to raise any of their own food. 
On the other hand, rural residents because of their smaller cash incomes are at 
a disadvantage with respect to those items which require cash outlays—such 
as medical care, especially since they are less likely to have health insurance. 

Other means of approximating income need can be devised. For example, 
the total can be estimated from the cost of food, which is one category for which 
generally accepted standards of adequacy are available. It is estimated by the 
U.S. Department of Agriculture’s Institute of Home Economics that a diet at 
low cost—but including the kinds and amounts of food needed to satisfy rec- 
ommended nutritional goals—would require $13.80 a week for a couple at Jan- 
uary 1960 price levels. This modest diet presumes all meals prepared at home 
from purchased food, allows no extras for food or snacks eaten “out” or for 
serving guests, and assumes the housewife to be a careful shopper, a skillful cook, 
and a good manager. The average family is likely to spend more for food than 
the low-cost plan calls for. 

Analyses a. the most recent nationwide food consumption study carried 
out by the U.S. Department of Agriculture, in spring 1955, suggest that families 
with a homemaker age 60 or older, were spending for food in a week at a rate 
equivalent to only about one-fourth (27 percent) of the year’s money income 
after taxes, compared with one-third for families of all ages. On the premise, 
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therefore, that food should not claim more than one-fourth of the income of an 
aged couple, it can be said on the basis of the low-cost food plan that an income 
less than $2,560 for an elderly couple is probably “uncomfortably low.” This 
is just about the same as the income ($2,675) exempted from Federal income 
tax for a couple with both members 65 and over, who take no more than a 
standard deduction. By the same token, an income of less than $2,080 for the 
couple might be termed inadequate, because at current prices more than $1 
out of $3 would have to be devoted to food to get an adequate diet at low cost. 

Secretary Fiemmine. We included in our report to the Ways and 
Means Committee some information relative to the income of persons 
65 and over, and in this case 1 am thinking of those who are not in 
public institutions. 

That presentation indicated that 57 percent had less than $1,000, 
that 23 percent had $1,000 to $2,000, that 8 percent had $2,000 to 
$5,000, and that 12 percent had $3,000 and more. 

Of course, Mr. Chairman, I am—Mr. Chairman, I think I should 
point out that the figures that I have given you are figures that are 
related to the individual. They do not make any effort at all to 
ascertain what the family situation might be in any particular in- 
stance. 

For example, the husband might have an income considerably over 
the figures that I have just indic: ated. The wife might have an income 
of less than a thousand. Under those considerations, the wife would 
appear in this 57 percent. Also, the figures naturally do not make 
any effort to reflect the family situation in terms of what the income 
of the children might be or anything of that kind. But this is simply 
a straight compilation of the income figures of the individuals. 

Senator McNamara. This is one of the criticisms that has been 
leveled at this figure by the AMA and other organizations and ap- 
parently you agree with their criticism, that these are not very good 
figures. Is that right? 


INCOME STATISTICS REVEALING 


Secretary Fremuinc. Well, Mr. Chairman, let me put it this way: 
After you make the qualifications that I have just made, I think the 
figures indicate very clearly that we are up against a real problem. 

In other words, you can discount the figures if you care to on this 
particular basis and I think that is a fair thing to do, but after you 
have discounted them you are still left with a real problem. And it 
is not, as you know, and I think all of us do, it is not easy to figure 
out just how much you should discount them by. At least I do not 
know of anyone who has attempted to do that. But I just thought 
in fairness, this is a fact, they are incomes of individuals and not 
incomes of couples or incomes of families and it would seem to me 
that the record ought to show that. But, as I say, after the record 
shows that, then in my own judgment we are still up against a prob- 
lem that we should come to grips with. 

Senator McNamara. So, you think whether it is 57 or 51 or 54, 
or whatever it is, that we still have a real problem ? 

Secretary Fremmrinc. That is right. I would say if you want to 
cut the 57 percent in half, why we have still got a very real problem 
because we are dealing with human beings het re, we are not dealing 
with statistics. 

Senator McNamara. Mr. Secretary, your proposed plan, I take it, 
would have some kind of a means test. 

Secretary Fremmine. What we have been working on, Mr. Chair- 
man, is the possibility of an income test, not a means test, or needs 
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test, but an income test. And, as I say, the statement that was made 
by Senator Javits and his colleagues, apparently that is the approach 
that they had in mind taking also, an come test as contrasted with 
what we call in public assistance a needs or means test. 

Senator McNamara. Well then, if a person has considerable assets 
and has little annual income, he would be eligible under your type of 
test, but he would not be under what is gener “ally accepted as a means 
test, is that correct ? 

Secretary FremMine. That would be correct. That would be cor- 
rect. At least as far as our thinking has gone on it up to the present 
time. 

Senator McNamara. Do you expect to have your plan completed in 
a reasonably short time? 

Secretary Firemmine. That is my hope. As I indicated in my tes- 
timony the other day, I hope that the consultation that we are having 
with people, both inside and outside of Government can be « -ompleted 
within a 2-weeks’ span and soon after that, I hope to have a specific 
proposal that I can present for consideration within the executive 
branch. 

Senator McNamara. Well, I am sure we all agree that the need is 
great for some sort of a health service program. The need is great 
now and we ought to get started on it very soon. I do not think we 
ought to continue to wait for all the answers. 

There has been some criticism of the fact that the social security 
system approach would provide for the 13 million of the 15 million 
in this category. It would seem if we can take care of 134; that is 
not too bad and then we would get some of the others subsequently. 

Secretary Fremminc. Of course, Mr. Chairman, in that particular 
plan, as I understand, that is one of the weaknesses in the approach. 
As I understand it, there are 4 million out of these that are not cov- 
ered by social security in that time. And we feel that probably a 
rather large percentage of that 4 million do need some help to deal 
with this prob lem because we estimate that about 2,400,000 of the 4 
million have incomes of $1,000 a year or less, so I believe there is a very 
real problem there. And Iam sure both of us would ree ognize that the 
Forand approach would include some who probably do not need the 
assistance at the present time. 

Senator McNamara. Under the social security system, these condi- 
tions prevail, but it has been pretty successful overall. I do not think 
anybody wants to dispose of it at this time. 

Secretary Fiemuine. That is right. 

Senator McNamara. And all of these weaknesses that have been 
built into the social security system would be built into the health in- 
surance that would stem from such a system. I think we ought to be 
able to accept that. 

Secretary FiemMine. That is right. I think the most serious weak- 
ness is the fact that you have 4 million who are not covered and who 
would not in all probability have much of an opportunity to be cov- 
ered under social security because they are past the age where they 
would normally partic —_ in covered employment. 

Senator. McNamara. That is right. And, unfortunately, we are 
now planning under some of these programs to continue that basis 
where they would have to carry their full load even though it was 
subsidized by Federal or State Government in a class apart after they 
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retired, rather than spread it over their whole working lives. I think 
that this basic approach is something we ought to give very serious 
consideration to. 

Secretary FLEMMING. Except, again, Senator McNamara, of course, 
as individuals they would not be asked to ¢ arry the full load. It is the 
individual plus the State plus the Federal Government that would 
be asked to carry the full load. 

Senator McNamara. Oh, sure. But insurance companies generally 
base their payments on actuarial figures. Now, if the life span is 
extended, if the insured is going to pay it over a greater number of 
years, should not this be reflected in the premiums paid over the whole 
life of the program ?¢ 

Secretary FLemMine. I would assume it would be. 

Senator McNamara. Apparently it is not so because they set these 
people over 65 in a class apart and they try to assess the costs and the 
benefits to these people alone as if they had not been paying all their 
lives, all their working lives. 

Secretary FLemminc. Well, I am sorry, Mr. Chairman. I mis- 
understood your question. I assume that any private policy that made 
it possible for them to take out insurance during their working lives 
in order to give them protection after retirement would take into 
consideration the fact that the payments were being spread out over 
a long period of time and that that would be reflected in a lower 
premium payment, 

Senator McNamara. Well, of course, it should be, but there is no 
indication in the figures that we now have from these insurance com- 
panies with the increased premiums and the tremendous cutting of 
benefits that there is any such consideration. They seem to be treated 
as a class apart. The problem seems to be handled just for the 
people who are of retirement age and not spread over the entire work- 
ing life and it seems to me they ought to spread it over the whole 
area, rather than in just this one section of it. 

Secretary FLemmMine. Mr. Chairman, of course, there is a spreading 
on the part of organizations such as Blue Cross. 

Senator McNamara. There is ?/ 

Secretary FLemMinc. Well, their community rates and, certainly— 
Mr. Chairman, I think we ought to take this into consideration that 
a large percentage of the 40 to 42 percent that are covered are covered 
as a result of participation in group plans and those group plans 
increasingly, as we all know, are making it possible for the protection 
to be extended beyond the period of retirement. Now, certainly, that 
group coverage does spread the risk and undoubtedly results in a 
better rate in terms of what the aided ultimately pays, or what 
the employer pays than would otherwise be the case. 

I appreciate that the group coverage is designed to take care of 
health risk, during the employees’ working period as well, but in- 
creasingly the polici ies that are being developed are policies that make 
it possible for that protection to be extended beyond the period of 
retirement which, I think, is all to the good. It seems to me, as was 
pointed out here the other day, that both management and labor 
are to be commended on the fact that they are incre: singly extending 
the coverage beyond the retirement age. I believe that this should be 
enc ouraged. It seems to me that this is a very fine trend that is taking 
place at the present time. 
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Senator McNamara. We certainly all agree, except this trend has 
come to a point now where we pay a much higher premium and we 
get much less benefits. Now this trend is all right as far as it goes, 
but the result is tremendously high premium and very poor benefits 
and I think that I cannot be too happy about this kind of a trend. 

Secretary Fiemmine. Mr. Chairman, I certainly have to recognize 
that they do tend to increase the premium and cut back on the bene- 
fits under those circumstances. This, of course, is another one of the 
reasons why we believe that we should explore very carefully the 
possibility of building on what they have done up to the present time. 

Senator McNamara. Senator Randolph, we are very happy to have 
you here. Do you have any comments or questions, at this time ? 

Senator R Sakae iow Thank you, Mr. Chairman. 

Mr. Secretary, I indicated last week that I hoped to have the op- 
portunity to question you at a later time. That time is this morning 
and I am very happy that I can say I personally believe that your at- 
tention to this problem is not a cursory one; that you are thinking in 
terms of action as promptly as possible, keeping in mind, of course, 
your responsibility, as you have said, to bring into focus the facts 
and figures. You have indicated that the facts and figures are actually 
people and, therefore, we have a very real responsibility. 

Last week James B. Carey, speaking for the AFL-CIO, or a seg- 
ment of that organization, said in essence that you were eae certain 
directives from the White House as it were, or in other words, you 
were straight-jacketed to a degree in what you could recommend in 
reference to legislation of the type of the Forand bill or a proposal 
which would be more embracing. 

The thought was expressed that there was a difference of opinion 
between the President of the United States and your own thinking 
in this matter. We did not have the opportunity to explore that fur- 
ther and I believe there was no direct reply made by you. Of course, 
the question was not direct to you from Mr. Carey but it was an 
implied question. 

Would you feel it appropriate to discuss that situation ? 

Secretary Firming. Senator Randolph, I am very happy to re- 
spond to your question. First of all, may I say that there is no differ- 
ence of opinion within the executive branch as far as opposition to 
the Forand bill is concerned, or to put it another way, there is no dif- 
ference of opinion as far as opposition to the compulsory approach is 
concerned. The reasons for that opposition I tried to set forth in my 
testimony the other day. In terms of a possible alternative approach 
for dealing with this problem, the situation within the executive 
branch is simply this: as I indicated to both the Ways and Means 
Committee and to this committee, I am by direction of the President 
undertaking a study to see whether or not a sound alter nate plan can 
be developed and the type of approach that I outlined in my testi- 
mony, as I indicated I think the other day, has neither been accepted 
or rejected. It is in the process of being looked at and there is not 
any doubt in my mind but that within the executive branch we are 
in complete agreement on the desirability of taking a very close look 
at this particular approach. 

Senator Ranporpn. Mr. Secretary, you are saying, therefore, that 
the column of Drew Pearson this morning, which you may have read 
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or have not read, is in error in attempting to point out a difference 
of opinion between the Chief Executive and y os 

Secretary Freminc. Well, Senator Randolph, I did notice the 
column. The column endeavors to report an executive session of the 
Ways and Means Committee of the House of Representatives. And 
to the extent that this indicates an effort was so to try to point upa 
difference between the President and myself, it is accurate. That 
effort was made. But, in my judgment, it was a a successful effort 
because I pointed out to the Ways and Means Committee, as I pointed 
out to this committee, that the position of the executive branch is clear 
in its opposition to the Forand bill. It is also clear on the fact that it 
recognized the existence of a problem. It is also clear on the fact that 
it is vigorously exploring alternate possibilities. 

Senator Ranpotpn. Mr. Chairman, I comment that there is good 
teamwork in this administration. 

Secretary FLemmine. I think so, Senator Randolph. 

Senator Ranpoten. Yes; it appears to be a fact. 

I recall an article in the Washington Post-Times Herald of April 
1960, in which there was the statement made and I quote: “The Eisen- 
hower proposal flatly rejects increasing social security taxes to pay for 
a medical care plan.” 

I remember also that the story went on to state even though this sub- 
committee presided over by Senator McNamara had received so-called 
expert testimony that the most effective, efficient way was to provide a 
basic protection through this social security tax structure. Is there a 
disagreement in the administration—is that true—through the use of 
the Federal old-age insurance program ? 

Secretary Fremaine. Senator Randolph, as far as I know, there is 
complete agreement on the position that we have taken in opposition 
to the Forand bill which, of course, does involve the use of the payroll 
tax. We do not believe that we should approach it through this par- 
ticular route. But, as I indicated, the other day, we believe we should 
take the progress which has been made in recent years and build on 
that progress and it is in that spirit that we are exploring these other 
possibilities. 
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OF ADMINISTRATIVE COSTS 





Senator Ranpotpu. Under a program of Federal-State subsidy of 
voluntary insurance, or let us say a deductible program, would these 
administrative costs be greater than an equivalent program which 
would be administered through a social security system ? 

Secretary Fiexmine. Well, as far as just straight administrative 
costs are concerned, I frankly do not know the answer to your question. 
I have not seen any estimates comparing the administrative costs of 
the two approaches. I think it is a very relevant question and T am 
sorry that I do not have an answer to it, but at this particular point, I 
do not. However, in the development of our plan, we will certainly 
endeavor to, if we come to the place where we agree that we have 
developed what we think is a sound approach, we w ill certainly include 
in any presentation that we make our estimate of administrative costs. 
In fact, in order to be fair this would have to be an estimate of ad- 
ministrative costs not only on the part of the Federal Government, 
which would be rather low under this kind of an approach, but also 
an estimate of administrative costs on the part of the State govern- 
ment. 
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Senator a pu. I would not want this question misunderstood, 
Mr. Secretary, but I recall that you have said in creating a program 
that you consult with the American Medical Association, with health 
insurance companies, and with others concerned with the problem. 
I think for the record, that we should have from you a suggestion or 
an answer as to whom these others would be who are concerned with 
your study. 

Secretary FLEMMING. Senator Randolph, I have every intention of 
consulting, of course, with the groups that you mentioned, the Ameri- 

can Medical Association, the Hospital Association, the Blue Cross and 
the Blue Shield group, and with the representatives of organized labor 
that have an interest in this problem. I recognize that they have 
taken a very firm ——o in favor of the Forand bill that we oppose. 

But at the same time, I think that because of the time and thought 
that they have given to this problem, that they could undoubtedly give 
us helpful suggestions relative to the approach that we are exploring 
at the present time. And, I certainly want to make sure of the fact 
that we do contact all segments of our population that have a vital 
interest in this matter. 

Senator Ranpotrpu. Mr. Chairman, that is reassuring because there 
have been some folks, I am sure, misguidedly so, who have indicated 
that you might have a certain stopping point, but you are exploring 
with all the people who have pertinent information or even ideas. 

Secretary Fiemmina. That is correct, Senator Randolph. I feel 
that when the executive branch works on a problem of this kind that 
it has an obligation, the same kind of an obligation it seems to me that 
the legislative branch has to make it possible for all those who have 
a contribution to make to make that contribution and I do not think 
that we should go to those who happen to agree with our basic ap- 
proach or basic philosophy. I think it is altogether possible for 
people to disagree with your basic approach and still be able to make 
very helpful suggestions relative to your basic approach. 

It is not necessary just to consult people now for the purpose of 
continuing the discussion as to the merits of the Forand approach as 
against the approach that we are now taking. We have weighed the 
evidence in connection with the Forand approach and reached a deci- 
sion and a conclusion. But, as I have indicated we have recognized 
the existence of a problem and a very serious problem. ‘onsequently ) 
we are trying to see what can be done in the way of developing a sound 
alternative approach and I assume that all who have an interest in 
working out a solution to the problem would be willing to make con- 
structive suggestions to us relative to the approach that we are now 
attempting to take—that we are now considering. 

Senator Ranpotpu. Mr. Secretary, would you anticipate any un- 
necessary delay due to the fact that there will be many State legisla- 
tive bodies not meeting next year, but will go over to 1962? 

Secretary FLemmrna. Senator Randolph, if my recollection is cor- 
rect, I think a large percentage of the legislatures would be meeting 
in 1961. Ithink 

Senator Ranpo.tpru. That is correct, the larger proportion. 

Secretary Fiemmine. I am not sure of the exact number, but I 
think it is up in the forties. The distinguished staff director, I think, 
could probably provide that information in view of his experience. 
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Mr. Srecror. Most of them do meet in the odd-numbered years. 

Secretary FLemMinG. That is right. So it would seem to me that 
if we could work out a sound program along this line, jointly and if 
the Congress should act at this particular session that a good many 
of the States would have the opportunity of coming to grips with the 
problem during the first 3 months or so of 1961. 

Senator Ranpotru. This is a problem, is it not, regardless of 
whet her—— 

Secretary Fremuine. Of course, Senator Randolph, whenever you 
are working on a Federal-State program, you are confronted with 
this type of problem. 

Senator McNamara. Would you yield, Senator Randolph ! 

Senator Ranpo.tenu. Yes, indeed. 

Senator McNamara. Have you checked this with the Governors or 
other State officials to find out their reaction / 

Secretary FLemmine. We have not as yet, but we intend to, as I 
stated in my testimony we do intend to consult with State officials. 
In other words, we do intend to consult with the Governors through 
their established organization. Naturally, we will turn to the State 
health officer groups and also the State welfare groups and get their 
opinions because both of those agencies within the States, of course, 
would have a vital interest in this. 

Senator McNamara. Senator Randolph / 


RESIDENCE REQUIREMENTS 


Senator RanpouteH. Thank you, Mr. Chairman. 

In this Federal-State program the persons who migrate from one 
jurisdiction to another—would you feel that there would be a waiting 
period for their eligibility so as to obtain the status or residence as 
required by the individual State? Is there any suggestion or plan that 
you might endorse in any area in which you think the plan for status 
could be made more mobile ? 

Secretary FLemutine. This is one of the areas we are exploring, but, 
Senator Randolph, I would certainly hope if we move in this direction 
we could come up with a plan that did not include a residence require- 
ment. I personally think that one of the things that stands in the way 
of effective handling of public assistance laws are our existing resi- 
dence requirements. I would like to see them eliminated because I 
think we could do a much better job in that particular Federal-State 
area if they were eliminated. 

So I would hope if we move in this direction in the health field, that 
we would profit by what I think has been a mistake in the public 
assistance area and not inject the same error into the health field. 

Senator Ranpotru. I certainly agree with you on that point. I 
am grateful for the replies that have been so objective and helpful 
from my friend of a quarter of a century. 

Secretary FLemuine. Thank you, Senator. 

Senator McNamara. Thank you, Senator Randolph. 

Senator Brunsdale, do you have any questions ? 

Senator Brunspa.r. No, not at this time. 

Senator McNamara. Thank you very much. 

I want to say how much we appreciate your cooperation in this 
problem that we are trying to do something about. I am sure your 
interest is the same as ours. Let us hope we can join in doing some- 
thing about it and soon. 
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Secretary Fremminc. Thank you, Senator. I appreciate very 
much this opportunity; and if I can be of further help to the com- 
mittee, at any point, | would be delighted to do it. 

Senator McNamara. Thank you, Mr. Secretary. You have been 
more than cooper: itive W ith our “staif and I want the record to reflect 
that, because you have given us a great amount of information and 
we are grateful. 

Secretary Fremuinc. Thank you, Senator. We stand ready to con- 
tinue that. 

Senator McNamara. I would like to ask the representatives of two 
insurance companies to come up to the table together: Mr. Louis C. 
Morrell, executive vice president of the Continental Casualty Co.,; 
Mr. Walter M. Foody, vice president of the same company; Mr. 
James E. Barrett, vice president of Mutual of Omaha, and Mr. D. D. 
Ulfers, executive vice president, Mutual of Omaha. 

Gentlemen, will you be seated at the table ? 

Mr. Ulfers, you seem to be at the microphone: will you start off, 
please / 


STATEMENT OF DURWARD D. ULFERS, EXECUTIVE VICE 
PRESIDENT, MUTUAL OF OMAHA 


Mr. Utrers. Mr. Chairman, and members of the subcommittee, | 
am Durward D. Ulfers, executive vice president of Mutual Benefit 
Health & Accident Association, better known as Mutual of Omaha. 
Our association was organized in 1909 for the purpose of making 
available to the American public insurance programs to provide them 


financial assistance in the event of sickness or accidents. We are the 
largest exclusive health and accident insurance organization in the 
world. We are licensed and doing business in all 50 States, the Dis- 
trict of Columbia, all provinces of Canada, Puerto Rico, the Canal 
Zone, and portions of the West Indies. 

I am here to correct any misunderstanding which may exist that 
health insurance to help cover the costs of hospital and medical care 
is not available to people age 65 and over. 

As of December 31, 1959, we had over 1 million senior citizens in- 
sured. This means that our firm—only one of over 900 institutions 
writing health insurance—covers approximately 1 of 17 people 65 and 
over in the United States. 

For a great many years, Mutual of Omaha has made available 
plans of insurance for people of advanced age to help cover the costs 
of hospital and medical care. In 1952, a special program was made 
available on a selective basis for persons 75 and over, and in 1959, 
our senior security policies—which will be explained later—were de- 
veloped. These plans are available regardless of past or present health 
and provide a lifetime renewal agreement provision. 

In addition, we are presently in the process of developing additional 
policies which have special significance for the aged. 

(1) We have just recently released a major medical policy which 
has a lifetime renewal agreement and which provides so-called catas- 
trophe coverage for inhospital expenses after attaining age 65. 

(2) We are presently developing rates to implement this program 
of major medical assistance for senior citizens. 
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(3) A policy which is paid up at 65 has been developed and will 
be available regardless of the past or present health of the insured. 

(4) New inhospital catastrophe coverages have been developed with 
a choice of deductible amounts, thus providing a series of plans 
tailored to meet individual needs. 

Our regular line of policies for younger persons has been augmented 
in recent years to include continuation of benefits when they become 
senior citizens, One example of this augmentation is a lifetime re- 
newal agreement, which means that the policy cannot be canceled be- 
cause of a change in the health of the insured. 

Our group insurance coverages have no terminating age. Retired 
employees and their dependents may be continued under any group 
program at the request of the policyholder or they may convert to in- 
dividual policies. 

Many special groups have asked us to bid on insurance programs for 
persons exclusively age 65 or over, and we are doing so at this time. 
Some examples of these groups would be residents of senior c itizen 
communities, residents of club apartments and developments, associa- 
tions of retired people, employee groups age 65 and over whose cover- 
age would be continued after retirement, and paidup insurance policies 
for employees at retirement. 


SENIOR SECURITY PLAN 


Most prominent of our policies available for people age 65 and over 
is the senior security plan, which is offered regardless of past or pres- 
ent health. This policy contains a provision guaranteeing the in- 
sured that the policy will not be canceled because of « *hanges in health. 
This policy provides hospital, surgical, and convalescent or nursing 
home benefits as well as hospital miscellaneous expense benefits. And 
by the way, gentlemen, it was the first plan for people age 65 and over 
which contained a convalescent or nursing home benefit. For each 
sickness or accident a total of $1,825 in benefits is available. In addi- 
tion, if the periods of confinement for the same sickness or accident 
are separated by 6 months, the total amount of benefits again become 
available. 

During 1959, we held three nationwide enrollment periods and an- 
other ert is presently being held throughout the country. The 
public has been made aware of this plan through all national advertis- 
ing media—television, national magazines, -adio, and newspapers. In 
addition, our more than 10,000 licensed field representatives are per- 
sonally calling on senior citizens each day offering this plan and ex- 
plaining its benefits. 

One of our policies to supplement this senior security policy pays 
benefits of $50 each week for up to 50 weeks of hospital confinement 
for each illness or accident—a potential of $2,500 in benefits at a 
premium of $4.25 each month. This plan, too, is being offered na- 
tionally and is advertised nationally. 

In addition to these enrollments, we are now making available these 
plans to the senior citizen w 
upon attaining age 65, individuals will be able to cman these 
policies. 

It is as a result of the efforts of our special senior security plans 
that Mutual of Omaha insures over 1 million persons age 65 and over. 











150 HEALTH NEEDS OF THE AGED AND AGING 





You may ask, “Are your policyowners satisfied?” A few years ago, 
we conducted a survey of our policyowners, asking each of them, “Are 
you satisfied with Mutual of Omaha’s overall service?” Of the 
hundreds of thousands replying, 96.49 percent said, “Yes.” These 
people are our concrete proof of the standards to which Mutual of 
Omaha is dedicated. They have given an overwhelming vote of 
confidence to the voluntary way of “doing business in the insurance 
field. 

Our philosophy of doing business at Mutual of Omaha is to provide 
maximum benefits at minimum cost for people of all ages. In addi- 
tion to our many flexible plans for our 17 million senior citizens, we 
have made great progress in recent years in offering protection to 
the 160 million Americans under ag and we have taken special 
steps to insure that these people will have health care coverage when 
they reach age 65. We believe that the progress our firm and other 
health insurance institutions have made in the past 50 years will be 
outstripped by even greater progress in the next 50 years. 

Now, in conclusion, Mr. Chairman, I would like to reply to the 
statement made before this committee on April 5, by a Mr. Eugene 
B. Simmons. 

Senator McNamara. We would like to have you do that, sir. 

Mr. Utrers. Mr. Simmons secured his policy with us in 1929. This 
policy was designed to replace an earned income at the rate of $100 
per month, if the policyowner was eae It was not a hospitaliza- 
tion policy. The premium was $36 a year. I think we should differ- 
entiate here a little bit between what is a ee of income or a loss of 
time policy, as we refer to the policy in the insurance industry, as 
opposed to a policy that pays for hospitalization and other types of 
medical care. There isa difference. 

During the years between 1929 to 1959, Mr. Simmons received bene- 
fits for various disabilities on 17 different occasions totaling $942.16. 

In the fall of 1958, Mr. Simmons informed us he was retired. As 
a retired person, he was no longer eligible for a loss of income policy. 
It was sort of like a man continuing to carry insurance on his home 
when he no longer owns it, or to insure an automobile when he 
no longer has the ‘automobile. 

We endeavored to sell him a hospitalization policy with either 
a $5 or $10 a day room benefit, with surgical and miscellaneous bene- 
fits to complement his group hospitalization coverage. 

These policies would have cost him $46 a year or $70 a year, re- 
spectively. 

Subsequently, we offered him our senior security hospitalization 
policy which he also refused. 

The company, in declining to accept his tender of renewal pre- 
mium on his obsolete coverage, stated, “We urge you to reconsider 
your decision, and yet, avail yourself of the protection for which 
you now qualify.” 

Contrary to the impression Mr. Simmons leaves with the subcom- 
mittee, as reported in the press, he incurred his stomach surgery some 
10 months after we asked him to purchase a hospitalization policy, 
and some 7 months after he could have purchased our senior security 
hospitalization policy. 

The clause in his policy which was referred to as noncancellable 
actually protected Mr. Simmons from cancellation of his coverage 
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during the term for which the premium was paid, irrespective of 
disability. 

Back in those years, and we have to remember this policy was issued 
to him back in 1929, many of these things that did cause problems 
at that time have been corrected. Some companies did terminate 
policies in between terms. They could cancel a policy after a certain 
period of time and refund the man’s premium. Our purpose at that 
time in putting these types of men on the policy was to spell 
out the fact that our company did not cancel the policy during the 
term, nor would we cancel it during a ters of disability. 

Of course, those things do not exist today. 

Contrary to Mr. Simmon’s testimony, the company’s reason for 
termination was the fact that Mr. Simmons was no longer employed 
and, therefore, ineligible for income protection. Contrary to Mr. 
Simmon’s testimony, Mutual did everything possible in December of 
1958 to sell him hospitalization and surgical coverage. Under his 
old plan, his wife had no coverage. In March of 1959, he could have 
purchased hospitalization and surgical coverage for both himself 
and his wife. 

Mr. Simmons complains we “had the nerve to send him a new 
policy.” Well, at his age, gentlemen, it did take nerve but we had 
that. nerve and did offer to give him a new policy. If he had purchased 
it he would have had the coverage to help pay for the expense in- 
curred last October and right today. Mr. Simmons can secure our 
senior security policy if he so desires. 

Thank you. 

Senator McNamara. Thank you, sir. 

Mr. Barrett, do you have anything to add to the presentation 

Mr. Barrerr. Not at this time, Senator. 

Senator McNamara. Then we will be glad to hear from the gentle- 
man from Continental Casualty. Mr. Morrell? 

Mr. Morreci. Mr. Chairman, Mr. Foody, who originated the Con- 
tinental Casualty Co. program covering over-age people has lived 
with that program and is in charge of it now, is with me and we are 
asking him to make a statement. 


STATEMENT OF WALTER M. FOODY, VICE PRESIDENT, 
CONTINENTAL CASUALTY CO. 


Mr. Foony. Mr. Chairman, we have submitted a prepared state- 
ment. I think rather than read it in its entirety, 1 would prefer just 
to make some comments on parts of it as we go along. 

Senator McNamara. You would like to have this printed in the 
record in its entirety, at this point ? 

Mr. Foopy. Fine. 

Senator McNamara. Without objection, it will be so printed. 
(The prepared statement of Mr. Foody follows :) 








PREPARED STATEMENT OF WALTER M. Foopy 
CONTINENTAL CASUALTY Co., 


.JR., VICE PRESIDENT, 
CHIcaGco, ILL. 





The subcommittee has asked that we present a factual report on what the 
Continental Casualty Co. has done in the field of hospitalization insurance for 
persons over 65 years of age. The subcommittee has heard repeatedly, from 
many other witnesses representing various economic, social and medical view- 
noints, the arguments for and against Federal Government participation in a 
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compulsory hospitalization program for the aged. In view of our understand- 
ing of what we have been asked to do, probably this is not the place to contribute 
our rephrasing of the arguments against such proposals. 

However, in order that you may better understand what we have done, we 
should outline our general philosophy as to the prerogatives of the individual 
citizen, the obligations of the insurance industry, and the political and social 
environment in which these are best implemented. 

1. We believe that it is the right of the individual to decide how his personal 
funds should be spent, and every effort should be exerted to safeguard this 
right. In particular, he should have the privilege of determining the extent 
to which he chooses to use insurance to protect himself against the various 
hazards which confront each of us. 

2. We believe that the obligation of the insurance industry is to create pro- 
grams of insurance which will cover the insurable risks of the individual, to 
make known to the people the availability of these programs, and to promote 
their purchase by those who could benefit from them. 

3. We believe that progress in the health insurance field, as in most others, 
arises out of healthy and vigorous competition, and that monopoly by a company 
or by the Government stifles progress. 

4. We believe that the health insurance industry will continue to improve 
and broaden its coverages, not only because to stand still is death in a competi- 
tive situation but because the industry recognizes it has an obligation to assist 
in the general progress of our society. 

Within the framework of these beliefs, the insurance industry has developed 
and made available an increasing variety of health insurance coverages, many 
of which are available to persons over 65, and some of which are designed ex- 
clusively for them. These are, of course, strictly insurance programs, and 
we should make clear at this point that we recognize that there are some people 
who cannot be covered by an insurance scheme. Those who cannot pay the 
premiums required to support an insurance program can only be covered under 
some form of private or public welfare program. 

As regards true health insurance for the overaged, we appreciate this oppor- 
tunity to describe what we have been able to accomplish to date. 

Continental Casualty Co. entered the hospital insurance field in 1938, just a 
little over 20 years ago. In 1945 we introduced our first individual hospital 
policy designed specifically for overage risks. I am sure that this policy would 
seem modest and perhaps restrictive by present standards, but it was a large 
undertaking at that time. We have continued to sell individual policies to risks 
over 65, and in many of our policies have no age limits whatsoever. Though 
standard individual policies are issued subject to our underwriting requirement 
that the insured be in reasonably good health for his age, we are able to offer 
insurance through our substandard division even to persons in impaired health. 
Among the individual policies which we offer is one in which we will pay all of 
the hospital bills and 75 percent of the nursing bills up to a maximum of $5,000. 
These policies contain a deductible clause of $300 or $500, depending upon the 
needs and desires of the insured. The same coverage is also available with 
scheduled surgical benefits and with benefits for inhospital medical visits. 

We have included with our statement a chart which outlines the principal 
individual policies which are available from our company today. 

By 1954 we were attempting to explore previously untried methods of insuring 
the aged, but the statistical data available at that time were more confusing 
than helpful. Our first opportunity to test our theories came early in 1955 
when one of our general agents approached us as to our willingness to write a 
group of retired people. The group was the New York State Retired Teachers 
Association, and with the help of its president, Dr. Decormier, and the agent, 
Mr. Leonard Davis of New York, a policy of basic hospital protection was 
developed for the members of the association and put into effect in June 1955. 
All members of the association were invited to enroll, no health questions were 
asked, and all conditions were covered, including those which had their origin 
prior to the effective date of the policy. 

With the experience developed from this program we found it possible to 
undertake a program of a similar character for the National Retired Teachers 
Association. A number of meetings were held with the executive committee 
of the association and its president, Dr. Ethel Percy Andrus, to determine 
what type of coverage would be of greatest value to the members. This policy 
went into effect on July 1, 1956. Again, all members of the association were in- 
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vited to join and we guaranteed to issue the policy to all members who applied, 
regardless of their state of health. In May 1957 a policy with similar under- 
writing rules and guaranteed issuance of coverage was made available to the 
members of the National Association of Retired Civil Employees. Here, too, 
we worked with members of that association and their president, Mr. Frank 
Wilson, in attempting to determine the type of benefits which would be most 
helpful to the members. 

Our work with these associations soon demonstrated clearly that we had 
developed a successful technique for providing coverage for members of or- 
ganized retired groups. However, the vast majority of people over 65 belong 
to no such organization, and we began a search for some method of offering 
insurance to all senior citizens. From our previous experience with individual 
and association policies, we concluded that any policy which was to solve the 
problem must be based upon at least these principles : 

1. Availability to everyone 65 and over. 

2. Permanence of coverage for the individual, at least to the extent cus- 
tomary in employee group insurance. 

3. Coverage for all health conditions, even those precedent to the effec- 
tive date of the policy, for we recognize that at this age many of these 
people have acquired chronic conditions. 

4. Minimum possible premium, available on a monthly budget basis. 

In September 1957 a policy embodying these underwriting principles was in- 
troduced on a trial basis in lowa. About a year later, October 1958, this pro- 
gram, known 65-plus, was extended to include residents of the States of Illinois, 
Indiana, and Wisconsin, and, finally, in the year 1959, to all the States of the 
Nation. As a result of these efforts it is possible to state that we have offered 
every American over 65 basic hospital-surgical insurance protection, independent 
of past or present physical condition. I doubt that a similar statement could be 
made today with reference to persons under 65. 

During 1958 arrangements were made to underwrite a program of hospitaliza- 
tion insurance for the members of the American Association of Retired Per- 
sons. The first policies were issued to members of this association in Novem- 
ber 1958, with the same guarantee of issuance of coverage as was used in our 
other programs. Since any retired person can choose to join this association 
and participate in its insurance program, this provides another generally avail- 
able plan which can be purchased instead of, or even in addition to, “65-plus.” 

Each of the association programs mentioned above has been modified from 
time to time so as to offer to the members broadened coverage or options 
to buy additional benefits. Originally the National Retired Teachers Asso- 
ciation policy provided coverage for 31 days in the hospital for each illness; 
it is now possible to obtain 120 days of coverage in the hospital per confinement. 
Benefits for in-hospital doctor calls have been added. We are experimenting 
with some nursing home benefits in this program, and on a pilot study coverage 
has been expanded in one State to include home and office physician visits 
and out-of-hospital drugs. 

The New York Retired Teachers Association policies and the American Asso- 
ciation of Retired Persons policies have also been extended. The new Ameri- 
can Association of Retired Persons program, which became effective April 1, 
1960, makes coverage available for medical visits in the home and office, as 
well as in the hospital, and also offers an extension in the number of days for 
which benefits are payable while hospitalized. The benefit program of the New 
York Retired Teachers Association has been expanded to provide for confine- 
ment in a nursing home, and we have made modifications in the amounts of 
money available for ancillary charges while in the hospital. 

In an attached chart we have attempted to outline in detail the history and 
development of all these group or grouplike programs, including the specific 
benefits provided and the process of their expansion and improvement. 

We are now in the process of notifying our “65-plus” policyholders in the State 
of Illinois that a new policy which will protect them against the costs of pro- 
longed hospitalization is being made available to them. This new policy, which 
we call our 5,000 reserve, will provide for hospital room and board charges up 
to $25 a day, as well as hospital extras. The policy will pay expenses up to 
$5,000 over a deductible of $500. The new “5,000 reserve” policy will be of- 
fered under the same conditions as our “65-plus” policy; that is, we guarantee 
issuance to all who apply, independent of present or past health. Conditions 
for which medical treatment or advice has been given prior to the effective date 
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of the policy are covered after 6 months, and all other conditions are covered 
immediately. 

It is also our intention to make this policy available to other citizens of the 
State of Illinois who are 65 years and older. The general announcement to the 
public will be done through newspaper advertisements beginning May 8, 1960. 
As we complete our filings of this policy with the various insurance departments, 
we will make the policy available in other States. 

When we announced ‘65-plus” in the State of Iowa in September 1957, we 
introduced a new concept in the underwriting of insurance for this age group. 
Since that time other companies have entered this field with like policies and 
like underwriting practices. We have noticed that the Blue Cross and Blue 
Shield plans are also becoming active in this area, in that they have removed 
the age limit in their individual enrollment programs. These are the encourag- 
ing signs of healthy competition at work. This is the type of competition we 
expected when we introduced our policy and it has not taken long for our com- 
petitors to react. Persons over 65 in all the States of our country now have the 
opportunity to elect coverages from several different programs, and we are sure 
that as our knowledge increases, additional variations and extensions of cover- 
age will be made available. 

All these programs, providing as they do hospital-medical coverage for per- 
sons already at or near retirement age, look in a sense to only half the prob- 
lem of medical expenses during retirement. There is also a need to make pro- 
vision now for the future insurance needs of those who will retire many years 
from now. We will not attempt to explore this second phase of the problem in 
any depth, because we have assumed that the subcommittee is at the moment 
more interested in what Continental Casualty Co. has done with the first part 
of this problem. However, some general comments are probably in order. 

For future retirees a number of appropriate programs are already in exist- 
ence. The Continental Casualty Co. and many others in the industry have 
policies, purchaseable on an individual basis, under which the insured is guar- 
anteed that he will be able to keep the policy in force for the rest of his life. 
It is possible to purchase this policy on a premium structure which permits the 
individual to complete his payments by the time he has reached age 65, so that 
he enters the normal retirement age with a completely paid-up hospital policy. 

There has been a considerable growth in the number of companies which 
make available conversion policies at the time of retirement for people who were 
protected under group insurance policies. At the same time there appears to 
be an increasing interest on the part of employers in allowing retirees to be 
included with the active employees under the employer's group policy. Still an- 
other method which apparently is receiving substantial attention is prefunding 
on a group basis so that at retirement the employee will have a paid-up hospital 
policy. 

That many people are maintaining their coverage past the normal retirement 
date is apparent from the substantial increase in the number of persons between 
65 and 70 who now have insurance protection, as against what the situation was 
a relatively few years ago. In 1952 the Social Security Administration published 
a report that indicated that 56.4 percent of the age group between 65 and 69 had 
insurance. A comparable 1956 report indicated that 47.6 percent of this age 
group were covered, and I am sure that even more striking progress has been 
made in the period since then. It is quite interesting to note that the 1956 figures 
show 36.3 percent of the 70 to 74 age group covered, which is almost identical 
with the figure shown in the 1952 study for the 65 to 69 age group. This speaks 
well for the persistence of the coverage once a person in this age group ac- 
quires if. 

The major problem that exists for the majority of people over 65, and also for 
younger people who are attempting to plan for their future retirement, is not 
whether there is or will be hospital insurance available to them. The insurance 
industry is quite capable of making available programs which will fit the varying 
needs of the individuals of our country. Their primary need is rather some 
assurance that the future will bring some reasonable stability in the purchasing 
power of the dollar, in order that those already retired may preserve the ability 
to spend part of their funds for such insurance, and that those still in the work- 


ing years may make some intelligent assessment of what their retirement needs 
will be. 
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Mr. Foopy. We entered the hospitalization field back in about 1938. 
In 1945, we wrote our first policy for people over age 65. 

These policies were primarily of a commercial nature and by today’s 
standards probably seem somewhat restrictive. Among the policies 
that we have written on an individual basis are forms where a man can 
purchase up to $25 a day room and board benefits. These policies are 
written with a feature of guaranteed renewability. We write a policy 
of this type that a person can have fully paid for by the time he 
reaches normal retirement age of 65. There are policies available for 
continuing group coverage, as has been mentioned in the preceding 
comments. 

We could get into a discussion here of what is available for younger 
people that they can carry into retirement, but I would like to direct 
my comments primarily to what we at Continental Casualty Co. are 
doing right now for people who are beyond age 65 and if the subeom- 
mittee so desires we can return to the other portion later on. 

In 1954 we did a considerable amount of study relating to alternate 
tec hniques of offering insurance to people over age 65, Most of the 
statistics that we developed were c seifenion 





HEALTH INSURANCE FOR RETIRED GROUPS 





As you gentlemen are quite aware, as you talk to different experts 
in this field, there are many different opinions as to what the rates of 
morbidity and what the duration or severity of claims will be in this 
particular age group. We had exactly the same problem. In 1955 we 
had the opportunity through one of our agents to write a group of 
retired people. These people happened to be the retired teachers in 
the State of New York, they came to us and asked for a pelicy, which 
we underwrote. 

With the experience which we developed from underwriting this 
group of teachers, the following year in 1956, we undertook to write 
the National Retired Teachers Association. This policy was devel- 
oped with the cooperation of the administrative staff, and the in 
surance committee of the association as well as the agent and our 
people. 

Dr. Ethel Perey Andrus is president of this association, and her 
people spent a good deal of time with us to determine what they 
thought, and we thought, would be the best type of coverage for re- 
tired people. This program started in July of 1956. 

The foilowing year, in May of 1957, we went through the same 
process with the National Association of Retired Civil Employees. 
Mr. Frank Wilson and his people sat down with us at meetings ex 
tending over some period of time in which we developed programs 
that they believed would be of value to their people. 

Through our work with the association, we found out that ap- 
parently we had a way of insuring people over age 65, retired people, 
who were connected with an association. This still left a vacuum in 
the appreach of _ ling with overage people because many of them we 
recognize do not be long to associations of this type, so we searched for 
& Way in haa we might offer insurance to them. And our studies 
revealed that a policy that would be worthwhile in this group must 
contain at least four essen‘ial elements: It must be available to every- 
body over 65. It must have permanence of coverage for these people, 
at least to the extent that we give them in group insurance. It must 
cover all health conditions, even those that predate the effective date 
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of the policy because we recognize that many of these people do have 
chronic ailments and very few people arrive at the age of 65 without 
some form of disability. And finally we recognized that it must be 
payable on a monthly premium basis because many of these people do 
live on a budget. 

We introduced a policy embodying these elements in the State of 
Iowa in September of 1957. The following year, in October 1958, 
the policy was made available to the residents of the States of Illinois, 
Indiana, and Wisconsin. Early in 1959 we went to the east coast with 
this policy and picked up most of the Middle Atlantic States back in 
through Ohio. 

Within 3 months of that, or within the first half of 1959, we had 
offered this policy to all people over 65 in every State in the Union, 
except Georgia and North Carolina. 

During 1958 we made arrangements with another association—the 
American Association of Retired Persons—to offer similar coverage. 

In all of these programs with the associations as well as in our 65- 
plus program, all we ask of the people is: “Do you want it?” There 
are no health questions asked. There is no refusal to issue a policy. 
So we can make the statement today that every person in this country 
over age 65 has been offered the opportunity to buy insurance. And, 
Senators, nobody can make that statement for people under 65. 

Now, each of these association programs hatted out on a basis that, 


according to what we are offering now, was rather modest. For ex- 
ample, most of the programs started with 30 days of hospitalization 
benefits. It is possible now for members of the National Association 
of Retired Teachers to buy programs that will afford them 120 days 
of coverage. We have added nursing home coverage to these pro- 


grams. In the State of California an experimental program where 
we cover out-of-hospital prescription drugs is being carefully watched. 

We have programs under which we will pay for in-hospital medi- 
cal visits programs under which we offer coverage for medical visits 
in the home and in the doctor’s office. In all areas we have broadened 
the policies and offered the policyholders options as to what they can 
elect to buy. All of these programs, as I reemphasize, continually 
are on a no underwriting basis. We have used mass media in terms 
of newspapers, national magazines, radio and television in addition 
to direct mail to bring a knowledge of the availability of these policies 
to every citizen throughout the country. 


$5,000 RESERVE POLICY 


We are now in the process of enlarging our 65-plus program. We 
are offering to all of our 65-plus policyholders in Illinois a new policy 
which will cover their extended hospitalization bills. The particular 
name we are assigning to this policy is 5,000 reserve. Under this 
policy, the pelinehabler will have available to him $5,000 to cover 
all hospital bills which he incurs in a hospital confinement after he 
has satisfied a $500 deductible. This policy complements our basic 
65-plus policies. 

As I have said we are making this available now to our policy hold- 
ers in Illinois who now have 65-plus. I think they have all received 
the literature on it by now. We will, on May 8, make the 5,000 re- 
serve policy, available to all the citizens of Illinois through mass 
media. When we complete our filings with the State insurance de- 
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partments, we will make this policy available to people in the other 
States of the Union. 

I think, Senator, that that completes my comments, except for 
one point. You indicated a very deep interest in talking to the Sec- 
retary earlier about programs on which the individuals can prepay 
their premiums during their active working years. I think this is 
a very sound proposal and one that we too are very interested in. 

I think that our program, such as our 65-plus, and association pro- 
grams are covering a vacuum that exists, because of the newness of 
hospitalization insurance. There are programs available exactly along 
the line that you described for groups who are looking for ways as 
a group to prepay on their retirement policies. For ‘those who do 
not belong to a group program, a large number of companies issue 
policies that are guaranteed renew: able for life and the person has 
his choice of paying his premium in such a way that policies are paid 
for when he reaches 65, or he can pay them over a lifetime as you 
would with ordinary life insurance. 

Senator McNamara. That is very interesting. Thank you very 
much. 

You mentioned this policy that has these four elements which you 
cited that is now available nationwide. Could this $13 that has been 
mentioned in the proposed legislation, $13 a month, generally pay 
for that type of policy ¢ 

Mr. Foopy. I am not sure, Senator, whether you are talking about 
the specific proposal that was made the other day in the new legis- 
lation. 

Senator McNamara. That is right. 

Mr. Foopy. I have not had the opportunity to study the benefits. 

Senator McNamara. I am not. talking about that. I am asking 
whether the $13 that we are talking about in the proposal of Senator 
Javits and the others, would the $13 pay for this type of insurance, 
generally pay for the type of insurance you have in mind ? 

Mr. Foopy. The combination of our $5, 000 over 

Senator McNamara. The $5,000 is only in the State of Illinois as 
I understand it. 

Mr. Foopy. We are a regulated industry. We have to complete 
our filings. It will be filed. 





PREMIUM FOR INDIVIDUAL POLICY 





Senator McNamara. But as of now you have one available in the 
State of Illinois. How much does it cost ? 

Mr. Foopy. This costs $7 a month. 

Senator McNamara. For each individual? 

Mr. Foopy. Yes, sir. ° 

Senator McNamara. Then the $13 would be more than ample to 
pay for the minimum coverage under your plan or is that a standard 
coverage ? 

Mr. Foopy. Our program is $7 a month so, yes, $13 would be more 
than ample. 

Senator McNamara. What are the benefits under your plan for 
$6.50 a person that is offered nationwide now ? 

Mr, Foopy. That provides $10 a day for 31 days in the hospital. 
It has a $100 ancillary or miscellaneous benefit and a $200 surgical—— 
Senator McNamara. $200 for what? 

Mr. Foopy. Surgical. 
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Senator McNamara. If a person were in the hospital for 30 days 
under this plan, how much of his cost would this policy pay ? 

Mr. Foopy. Well, the maximum under the particular form is $610. 

Senator McNamara. $610 per month ? 

Mr. Foopy. For confinement. If a second confinement is for a 
different injury or sickness of course the period starts once again. 
If the condition is a recurrent condition, there must be a 6-month 
period between confinements. 

Senator McNamara. How many people over 65 have purchased 
your security policies? in 1959 how many do you have covered ? 

Mr. Foopy. It is a little bit of a competitive question with Mutual 
sitting next to me. 

Senator McNamara. We will ask them the same question. If you 
do not think you should answer, it is perfectly all right. 

Mr. Foopy. In talking with Mr. Spector before the meeting we said 
that if this was useful to the subcommittee, we would certainly supply 
it to you. I would prefer not in an open hearing. 


TREMENDOUS INCREASE IN COVERAGE 


Senator McNamara. Fine. Have you had a tremendous increase 
from 1958 to 1959? 

Mr. Foopy. Yes, very—— 

Senator McNamara. Is it double or what? 

Mr. Foopy. I would say something in the neighborhood of five or 
six times. 

Senator McNamara. It has increased fivefold or sixfold in 1 year. 

Mr. Foopy. That is correct. 

Senator McNamara. I will ask the people from Mutual of Omaha, 
Have you had the same experience of increase in 1 year, several times 
as many as the preivous year ? 

Mr. Urers. We have had a tremendous increase, Senator. Our 
program of writing people 65 or over goes back as far as 1944. And 
that, of course, results in the excess of a million policyholders that 
we have. We have followed a practice of letting the people that 
carry hospital and other costs of medical care with us continue their 
policies beyond the age of 65. 

Senator McNamara. Would this be a group plan beyond the age 
of 65, or an individual ? 

Mr. Uxtrers. These programs that I have talked about this morn- 
ing are individual policies; they are available to everyone. 


GROUP COVERAGE AFTER RETIREMENT 


Senatro McNamara. But since there are many groups that con- 
tinue, for instance, retired groups from one organization, could not 
they be treated as a group after they retired? Do you not have any 
plans to treat them as a group? 

Mr. Uxrers. You mean the individual policies could be treated as 
a group / 

Senator McNamara. No, I do not mean that at all. I mean, for in- 
stance, one of you gentlemen made some mention about. schoolteacher 
groups. Well, if the schoolteachers in a city were of a group and 
were covered by a group plan, and after they retired they are still 


a group because there are several hundreds or several thousands in 
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the group, they are not treated as a group after they retire but as 
individuals 

Mr. Utrers. Those are possibilities and certainly—— 

Senator McNamara. But you do not have any such plan? 

Mr. Unrers. We have such plan as—I think the question is an 
swered by the fact that the Continental has the group program To! 
the National Association of Retired Persons. They did develop a 
specific plan. We have pl: ins that are available to those ne -ople oy 
on a group basis or an individual basis and we, like the Continental, 
would consider their particular desires or needs. 

Senator McNamara. Well, there are all kinds of groups in this 65 
and-over category, golden age clubs or senior citizens clubs; do 
have any plan that would treat these people as a group ? 

Mr. Unrers. Yes, our senior security plan as such can be made avail 
able to those os as a group at any specific time 

Senator McNamara. But as of now they have been treated on an 


individual basis. Do you have in mind that you will extend to such 
group 


Vou 


Mr. Utrrrs. We have made offers on that basis in the past. 

Senator McNamara. Then they would be treated as a—then the 
premium would be considered as a group rather than individual ¢ 

Mr. Utrers. There are considerations premiumwise on groups. 

Mr. Foopy. If I may interrupt, the American Association of Re 
tired cee is exactly the type of organization that you are talking 
about, that this association is open to any retired person. 

Senator McNamara. They can get group policy insurance. 

Mr. Foopy. Precisely. 

Senator McNamara. But if there were a hundred in a golden age 
club, you would not treat them as a group as of now ? 

Mr. Foopy. We could treat them as a group. Certainly the econ 
omies of dealing with 50 people are not as great as dealing with 50,000. 

Senator McNamara. Generally speaking, you do not treat as a group 

hundred people / 

Mr. Foopy. Oh, certainly. In fact, we have policies, the retired 
policemen of the city of Chicago in which I think there are about 
150 members. 

Senator McNamara. Only 150? 

Mr. Foopy. Well, the policies there started out that way with 
150 people who wanted to join from one of their clubs, from a retired 
policemen’s club. What the situation is now, I do not know, but the 
point I wanted to make is we did enter into such an agreement with a 
group of this size. 


QUESTION N AIRE TO INSURANCE COMPANIES 


Senator McNamara. I do not know if you gentlemen are familiar 
with it, but we have sent a questionnaire to many insurance companies, 
your two companies included. We got the questionnaire back with 
some of the questions answered and some with the reason you have 
stated, that you do not want to make public some of your information 
was not filled in. I think we ought to make this questionnaire we 
sent out part of the record at this time. This will be one that has not 
been replied to, just the plain questionnaire. 
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(The questionnaire referred to follows:) 


U.S. SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 
March 10, 1960. 

Dear : For the past year, the Senate Subcommittee on Problems of the 
Aged and Aging, of the Committee on Labor and Public Welfare, has undertaken 
a comprehensive study of the conditions and needs of America’s senior citizens. 
It has taken a broad look at the problems covering such areas as employment, 
income, health, financing medical care, housing, meaningful activities in retire- 
ment, ete. A report was issued several weeks ago summarizing the situation 
and suggesting recommendations for action. 

Among the areas to which we will give more intensive attention is that of 
health insurance and the extent to which our senior citizens are being covered 
by voluntary and commercial insurance to finance their medical care. Detailed, 
up to date information in this area, as you know, is vital and we have therefore 
prepared a questionnaire to obtain some of the information from individual com- 
panies to provide a factual background for consideration of the problems in this 
field. The enclosed questionnaire is a confidential one and the replies will be 
kept confidential. It will not be used as such in the hearings, but will primarily 
provide us with statistical data on the general problem of health insurance cov- 
erage in the United States. 

We have appreciated very much the wonderful cooperation given to us by the 
insurance industry and look forward to an early response. Our deadline for 
receiving the completed questionnaire is March 28. 

Sincerely, 
Pat McNamara, U.S. Senator. 
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UNTTED STATES SENATE SUBCOMMITTEE 
ON 


PROBLEMS OF THE AGED AND AGING 


Questionnaire 


on 
Medical Care Insurance 


Name of Company 
Home Office Address 


Type of Company 
Mutual Life 
Stock Life 
Mutual Casualty 
Stock Casualty 
Mutual Accident and Health only 
Stock Accident and Health only 
Nonprofit Hospital Service Corporation 
Nonprofit Medical Expense Indemnity Corporation 
Other (specify) 


Name of Officer completing Questionnaire 


Please return to: 
Mr. Sidney Spector, Staff Director 
Senate Subcommittee on Problems of the Aged and Aging 
Room 249, 0.S.0.B. 
Washington 25, D. C. 
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Subcommittee on the Problems 
of the Aged and Aging 


This questionnaire is designed to secure information 
on medical care coverage of persons 65 and over whether under 
group or individual policies. Please indicate below whether 
your company offers both group and individual health insurance 
or is limited in this respect. 


Group policies only 


Individual policies only 


Group and individual 


If your company offers both group and individual policies, 
please provide data for each type on separate questionnaires. 


For any questions in connection with the questionnaire, 
please be sure to get in touch with the staff, Capitol 4-3121, 
Extension 3681. 
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Subcommittee on Problems 
of the Aged and Aging 
INDIVIDUAL POLICIES 


l. Please give a brief digest (in chart form) of the kinds of medical 
care insurance you offer for senior citizens including: 


Benefits 

Premium costs 
Qualifications 
Cancellability of policies 
Conversion privileges, etc. 


Please send copies of policies with completed questionnaires. (Benefit 


categories include hospital expense, surgical, regular medical expense, 
general medical expense, major medical expense.) 


2. Total number of policies written for persons 65 and over: 


Total Manber of 
Total number individuals 65 
Number of new and over covered 
of new individuals Total Total by all policies 
Calendar Year policies covered Employed Retired in force 
1959 
1958 
1957 
1956 


1955 


What is the date that you inaugurated medical care benefits for 
persons 65 and over? 


Total number of individuals 65 and over covered by policies in force 
as of February 1, 1960 


Number Employed - Number Retired 


Total number of individuals 65 and over who did not renew their 
policies: 


Number who Percent of those Percent of all 
dropped out subscribing individuals covered 
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6. Number of individuals 65 and over who did not renew their policies 


fsa paying premiums for the following periods for calendar year 1959. 
Please use separate sheets for same information for calendar years 
1955, 1956, 1957 and 1958.) 


Number due 
Number not to death of Number for 


Time Interval policy holder other reasons 


1 month 
2 months 
3 months 

4 months 

5 months 

6 months 

7 months 

8 months 

9 months 
10 months 
11 months 


12 months or more 


Renewing 


7. Mumber of individuals 65 and over covered by policies which have been 
in force as of February 1, 1960 for: 


Number 
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8. Number of individuals 65 and over whose policies were cancelled by 
the company. 
Calendar Year Number Cancelled 
1959 
1958 
1957 
1956 
1955 
Please summarize statistically reasons for cancellation in broad 


categories. 


9. Number of individuals 65 and over whose applications were rejected 
by the company. 


Number Proportion of 
Calendar Year Rejected Total Applications 
1959 
1958 
1957 
1956 
1955 


Please summarize statistically reasons for rejection in broad 
categories. 


10. Mumber of individuals 65 and over covered by policies in force 
February 1, 1960, broken down by age. 


65 - 69 75 - 8 
70 - 7h 80 - 85 





Over 85 
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11. Extent of Family Coverage. Number of individuals 65 and over with 
policies which cover: 


Single persons only 
Couples 
Others 
Number of individuals 65 and over who converted from Group policies 
to individual policies: 
1959 
19588 
1957 
1956 
1955 
What are the ten leading diagnoses on which claims are being paid 


for individuals 65 and over? Supply any other information readily 
available on the distribution of claims by diagnosis: 


What is the average length of stay in the hospital per admission 
among your claims for those 65 and over? 


How many claims per 1000 insured lives 65 and over per month, 
Hospital claims 
Surgical claims 
Nursing homes claims 


Total, all kinds of claims 
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16. What is your projected annual rate of claims per 1000 insured 

lives 65 and over, 

Hospital Claims 

Surgical claims 

Nursing home claims 

Total, all kinds of claims 
Number of days of hospital care per 1000 insured lives 65 and over 
are being insured per month . 


Projected annual rate per 1000 insured lives 


Total claims cost in dollars per 1000 insured lives 65 and over, 1959. 


Monthly 
Annually 


Total claims costs in dollars per 1000 insured lives by type of 
benefit, 1959. 


Monthly Annually 
Hospitalization 
Surgery 
Nursing home 
Other 
Total premiums paid by individuals 65 and over covered by 
policies in force: 
Calendar Year 
1959 
1958 
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al. 


22. 


24. 





Total losses incurred -- Expenditures for benefits for those 65 


and over: 


Item 1959 


Hospital Room and 
Board Benefits 


Other Hospital 
Expenses Benefits 


Surgeon fees 
Nursing homes 


Other Claims 


Administrative costs chargeable to policies for persons 65 


over: 

Item 1959 
Claims Administration 
Sales costs 
Taxes 


Reserves 


Others (specify) 


Calendar Year 


198 =. 1957 


1956 


1229 


Net income (loss) retained (absorbed) by company as result of 
policies for persons 65 and over: 


1959 
1958 
1957 
1956 
1955 








On the basis of your experience, what changes would you like to 
make in your policies? 
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UNITED STATES SENATE SUBCOMMITTEE 
ON 
PROBLEMS OF THE AGED AND AGING 


Questionnaire 
gn 
Medicnl Care In surence 


Name of Company 





Home Office Address 


a 


Type of Compeny 


Mutual Life 





Stock Life 





Mutual Casualty 





Stock Casualty 





Mutual Accident and Health only 





Stock Accident and Health only 





Nonprofit Hospital Service Corporation 





Nonprofit Medical Expense Indemnity Corporation 


Other (specify) 








Name of Officer completing Questionnaire 


j 


Please return to: 
Mr. Sidney Spector, Staff Director 
Senate Subcommittee on Problems of the Aged and Aging 
Room 2k9, 0.S.0.B. 
Washington 25, D. C. 


54566 O—60——_12 
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This questionnaire is designed to secure information 
on medical care coverage of persons 65 and over whether under 
group or individual policies. Please indicate below whether 
your company offers both group and individual health insurance 
or is limited in this respect. 


Group policies only 


Individual policies only 


Group and individual 


If your company offers both group and individual policies, 
please provide date for each type on separate questionnaires. 


For any questions in connection with the questionnaire, 
please be sure to get in touch with the staff, Capitol 4-3121, 


Extension 3681. 
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GROUP POLICIES 


1. Please give a brief digest (in chart form) of the kinds of medical 
care insurance you offer for senior citizens including: 


Benefits 

Premium costs 
Qualifications 
Cancellability of policies 
Conversion privileges, etc. 


Please send copies of policies with completed questionnaires. (Benefit 


categories include hospital expense, surgical, regular medical expense, 
general medical expense, major medical expense.) 


2. Total number of policies written for persons 65 and over: 


Total Number of 
Total number individuals 65 
Number of new and over covered 
of new individuals Total Total by all policies 
Calendar Year policies covered Employed Retired in force 
1959 
1958 
1957 
1956 
1955 


3. What is the date that you inaugurated medical care benefits for 
persons 65 and over? 


4, Total number of individuals 65 and over covered by policies in force 
as of February 1, 1960 


Number Employed Number Retired 


Total number of individuals 65 and over who did not renew their 
policies: 


Percent of those Percent of all 
subscribing individuals covered 
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6. Number of individuals 65 and over who did not renew their policies 


fics, paying premiums for the following periods for calendar year 1959. 
Please use separate sheets for same information for calendar years 
1955, 1956, 1957 and 1958.) 


Number not 
Time Interval Renewing 


1 month 
2 months 
3 months 
4 months 
5 months 
6 months 
7 months 
8 months 
9 months 
10 months 
11 months 


12 months or more 


7. Number of individuals 65 and over covered by policies which have been 
in force as of February 1, 1960 for: 


12 months or more 
10 months 
8 months 
6 months 
4 months 
2 months 


1 month 
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8. Number of individuals 65 and over whose policies were cancelled by 
the company. 





Calendar Year Number Cancelled 
1959 
1958 
1957 
1956 


1955 





Please summarize statistically reasons for cancellation in broad 
categories. 





9. Number of individuals 65 and over whose applications were rejected 
by the company. 


Number Proportion of 
Calendar Year Rejected Total Applications 








1959 
1958 
1957 
1956 
1955 





Please summarize statistically reasons for rejection in broad 
categories. 


10. Number of individuals 65 and over covered by policies in force 
February 1, 1960, broken down by age. 







65 - 69 75 - 8 


70 - 7h 80 - 85 





Over 85 
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11. Extent of Family Coverage. Number of individuals 65 and over with 
policies which cover: 


Single persons only 
Couples 
Others 
12. Number of individuals 65 and over who converted from Group policies 
to individual policies: 
1959 
1958 
1957 
1956 
1955 
13. What are the ten leading diagnoses on which claims are being paid 


for individuals 65 and over? Supply any other information readily 
available on the distribution of claims by diagnosis: 


14, What is the average length of stay in the hospital per admission 
among your claims for those 65 and over? 


15. How many claims per 1000 insured lives 65 and over per month, 


Hospital claims 
Surgical claims 
Nursing homes claims 


Total, all kinds of claims 


os 
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16. What is your projected annual rate of claims per 1000 insured 
lives 65 and over, 
Hospital Claims 
Surgical claims 


Nursing home claims 





Tota’, all kinds of claims 


17. Number of days of hospital care per 1000 insured lives 65 and over 
are being insured per montb . 





Projected annual rate per 1000 insured lives 


18. Total claims cost in dollars per 1000 insured lives 65 and over, 1959. 
Monthly 


Annually 





19. Total claims costs in dollars per 1000 insured lives by type of 
benefit, 1959. 





Monthly Annually 
Hospitalization 
Surgery 
Nursing home 
Other 





20. Total premiums paid by individuals 65 and over covered by 
policies in force: 


Calendar Year 
1959 
1958 
1957 
1956 
1955 


icateeinenneatiiienmemneneneieantaenenemedinee 
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21. ‘Total losses incurred -- Expenditures for benefits for those 65 


and over: 


Calendar Year 


Item 1 1956 


Hospital Room and 
Board Benefits 


Other Hospital 
Expenses Benefits 


Surgeon fees 
Nursing homes 
Other Claims 


22. Administrative costs chargeable to policies for persons 65 
over: 


Iten 1959 1958 1956 
Claims Administration 
Sales costs 
Taxes 
Reserves 
Others (specify) 
Net income (loss) retained (absorbed) by company as result of 
policies for persons 65 and over: 
1959 
1958 
1957 
1956 
1955 


24. On the basis of your experience, what changes would you like to 
make in your policies? 
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Senator McNamara. Senator Brunsdale, do you have any comment 
or questions at this time. 

Senator Brunspa.e. No; no questions. 

Senator McNamara. I am going to ask our staff director to ask 
you a few technical questions if there is no objection. 

Senator BrunspAte. No objection. 

Senator McNamara. Go right ahead. 

Mr. Specror. Thank you, Senator. These are primarily a group 
of questions for information purposes to have in the record. 

As I understand it the policies generally are divided into group 
and individual policies as we have heard from you gentlemen. 

The New York Insurance Department about a year ago had a study 
of voluntary insurance and it seemed to indicate that the average for 
the Nation with respect to provision for continuance of policies at re- 
tirement age was about 30 percent, that is 30 percent of the people 
covered under various kinds of group coverage had provision for 
continuance of the group coverage at retirement age. 

Do you have figures in each of your companies as to the extent to 
which, or the proportion of the total number of people that you have 
on the rolls who are eligible to continue their group coverage at the 
same benefiits and the same premium after retirement? 

Mr. Foopy. We do not. 

Mr. Utrers. I do not have that information. 

Mr. Foopy. Actually, in a group contract, depending on the wishes 
of the employer or the insurance committee, whatever it might be, 
they can do what they want. Many employers include them under 
their regular group program. Consequently, we do not keep special 
records on this point. 

Mr. Spector. Yes, I understand the policies can be written either 
way. I just wondered, just factually what proportion of the policies 
do have this continuance provision. You do not have figures on that? 

Mr. Utrers. I do not have figures on that but I can say you will 
see more of that from this point on. And we have even had occasions 
where the employer has asked us to develop a policy which he could 
present to his employees at. retirement. 

Mr. Spector. The same New York study indicated that 20 percent 
of the group policies had conversion privileges. Do you have figures 
on the extent to which there are conversion privileges in your group 
policies ? 

Mr. Foopy. We offer conversion privileges on all our group policies. 

Mr. Spector. Is that the same with Mutual? 

Mr. Utrers. I think that is true. I could not honestly say that 
everyone does, but we have conversion policies available for all the 
groups we have insured. 

Mr. Spector. In your conversion policies is there a change in the 
premium cost and in the benefit provisions? You mentioned that all 
of yours have conversion privileges. What happens to premiums and 
benefits, generally? I do not mean we will take up each particular 
group. 

Mr. Foopy. Conversion premium generally goes up. 
Mr. Spector. Can you estimate how much? 
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Mr. Foopy. It depends on the type of benefits you are talking about. 
I would say that the premium probably goes up in the ne ‘ighborhood 
of 20 percent.* 

Mr. Spector. What happens to the benefits ? 

Mr. Foopy. Again depending on the particular program, and de- 
pending on the employer's desires, in many instances the employer 
continues to pick up, of course, a piece of the bill. The availability of 
benefits is wide open, whatever the group asks for. 

Mr. Srecror. Speaking factually with respect to the situation you 
have, what would be the shift ? 

Mr. Foopy. It is a difficult thing to answer because you do not have 
necessarily a standard conversion policy. You do not write a standard 
group policy. They are all tailor ‘made, and de pending on the desires 
of the group, you write any form you want from $3 a day in the room 
toa complete major medical form so that to answer the question of 
what is the conversion policy is really inapplicable. 

Mr. Srecror. How would you just summarize it, either generally or 
crudely? One point might be that the premium generally would 
rise. Could you say that generally the benefits would be reduced, 
that is they might go down from 120 days of hospitalization to 30 
days, something of the sort. 

Mr. Foopy. I think as a general statement that would be true that 
the conversion policies by and large are not as broad as what you 
would have under group policies. I think that is a fair statement. 

Mr. Specror. Would that be the same in Mutual ? 

Mr. Urers. Yes. 

Senator McNamara. You said that after age 65, there is about a 
one-third increase In the cost to the individual ? 

Mr. Foopy. I said on the conversion policies. 

Senator McNamara. About a third ¢ 

Mr. Foopy. Yes, sir. 

Senator McNamara. Would the benefits in that particular case be 
different than they were prior to the retirement ? 

Mr. Foopy. I was thinking on the relative value of what you would 
have purchased on one over the other. 


Senator McNamara. It would be different or it would not be dif- 
ferent. 


*In a letter to Sidney Spector dated April 29, 1960, Mr. Foody indicated that the 20 
percent premium increase he cited was an inadvertent error, and that it should have been 
around S80 percent. His letter correcting the figure follows : 


CONTINENTAL CASUALTY Co., 
Chicago, Ill., April 29, 1960. 

Mr. SIDNEY SPECTOR, 

Staff Director, Senate Subcommittee on Problems of the Aged and Aging, Washington, D.C. 

DEAR Mr. Spector: I am sorry that we were unable to make the changes which you 
and I had discussed, inasmuch as it has been my understanding that the purpose of the 
hearings was to gather information. To have misinformation knowingly in the record is 
naturally disturbing to me. 

Although in reading the transcript it is difficult to understand how the mistake was 
made, it is obvious that the premium increase for conversion at retirement should be of 
the order of 80 percent, not the 20 or 30 percent mentioned in the testimony. The latter 
amounts would be more appropriate for conversion policies issued to insureds still in their 
active working years 

You may use any or all of this letter if you believe it will clarify the record. 

Sincerely yours, 
WALTER M. Foopy, Jr. 
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Mr. Foopy. They would be different. 

Senator McNamara. The increased cost would not pay for the same 
benefits that they had prior to retirement, they would be less than that 
generally. 

Mr. Foopy. Yes, sir. 

Mr. Spector. Would this latter point also be true with Mutual, that 
the Senator made? 

Mr. Uurers. I do not think so. He was talking about if you took 
the same coverage they had under their group contract and trans- 
planted that with an individual yeah the same identical coverage, 
then I think that rate increase of about 30 percent might be some- 
what in order. 

Mr. Foopy. U understood your question that way for benefits that 
could be compared. 

Mr. Srecror. Yes, they were comparable benefits. 

Mr. Uxrers. There would not be a 30-percent increase and a de- 
crease in benefits too. 

Senator McNamara. They would not. 

Mr. Utrers. That is right. 

Senator McNamara. Most of the plans we have looked into do have 
the increased cost and reduction of benefits, but this would not be so 
in either of these cases as I understand the record now ? 

Mr. Foopy. It certainly would be possible that you have some in- 
crease in premium and some decrease in benefits. We are attempting 
to get at a relative value of the two. In other words, I do not think 
you would get a 40- or 50-percent increase in cost and have the benefits. 

Senator McNamara. No, but you mentioned a definite sum of about 
30 percent. This would not pay for comparable benefits in your com- 
pany. It would pay for less than the benefits previously offered. Is 
that right or wrong? 

Mr. Foopy. Wrong. 

Senator McNamara. It would continue with the same benefits for 
approximately 30- percent increase in cost, which way is it 

Mr. Foopy. It is neither way, sir. 

Senator McNamara. Well, then, how is it? 

Mr. Foopy. Generally speaking, when a man retired from the pro- 
gram, as I said earlier, in the majority of cases there is a reduction 
in benefits. Now, let us leave that point on the side. 

Now, if you took the same benefits that you have under the group 
program and were to move them over into the conversion policies, 
vou would get about a 30-percent increase. But it generally is not 
done that way, so you might get a 10-percent reduction in benefits 
and a 20-percent increase in premium. Do I make myself clear? 

Senator McNamara. Well, I think that is very interesting, and I 
think that is new information for us. I think the figures that you 
now state roughly, are something that we just have not run into up 
to this time. 

Mr. Foopy. I think one of the things you will notice is the reac- 
tion that you get if the employer has been making a 50-, 60-, 70-per- 
cent contribution to the payment of the premium, and if he elects 
no longer to do it after retirement, there will be one whopping in- 
crease In payments. 

Mr. Specror. There can be 100 percent. 
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Senator McNamara. Of course, generally the employer does not 
continue these people under group insurance policies so this is what 
applies. 

Mr. Foopy. It could well be. I am just not able to make a gen- 
eralization on how many employers continue. 

Senator McNamara. Do you have any comment, Mutual? 

Mr. Urers. No, sir. 

Senator McNamara. Go ahead. 

Mr. Specror. With respect to your over-65 policies, as I understand 
it, you provided $10 a day for 30 or 31 days. 

Mr. Foopy. Thirty-one days. 

Mr. Srecror. Plus a porsion of the ancillary cos: that add up toa 
hundred dollars. 

Mr. Foopy. That is correct. 

Mr. Sprecror. Then you have surgical benefits and some nursing 
home. Ifa person went into the hospital, let us say for 30 days and 
if we figure an average cost of a hospital day at around $30 a day, 
his total cost then for 30 days would be around $900, just roughly, 
for hospital room and board and ancillary services. This wouid 
be exclusive of medical costs. 

Mr. Foopy. Right. 

Mr. Sprecror. Outside of medical and surgical costs, and the phy- 
sician’s visits, this would mean that ¢ ‘ontinental—let’s say Continen- 
tal now—would pay what proportion of that $900 you estimated ? 

Mr. Foopy. On the example you cited, we would pay roughly 
about half. 

Mr. Spector. About half. That means that the $10 a day for 30 
days that you would pay would come to $800 plus $100 in ancillary 
services. This would be a total of $400. That would mean the in- 
dividual would have left something like $500 on his own to pay. 

Mr. Foopy. Correct. 

Mr. Spector. And your premium cost for this is how much? 

Mr. Foopy. $6.50. 

Mr. Srecror. So a couple would have to pay something like $13 a 
month for this coverage. 

Mr. Foopy. That is correct. 

Mr. Specror. What would be the situation in Mutual in this 
illustration ¢ 

Mr. Utrers. Under our senior security program it is conceivable 
we would pay all of it but about $100. Under our senior security pro- 
gram—that is only one of them—we have some policies that go be- 
yond that, but under this senior security plan that we talk primarily 
about, it pays $10 a day for hospital room benefits for 60 days; it pays 
$5 a day for 55 days following 5 days of hospitalization for nursing 
home confinement, but not in excess of 60 days for a combination of 
the two. Then it pays for other miscellaneous charges. For specified 
miscellaneous charges, 80 percent of the cost in excess of $100 to 
$1,000. It has a surgical schedule from a minimum of $4.50 to a 
maximum of $225, depending on the nature of the operation. 

I have here, which I would be pleased to give the subcommittee to 
look at, a number of claims to which we have paid—a number of cases 
on which we have paid claims well in excess of a thousand dollars. 
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Senator McNamara. Let’s make that a part of the record at this 
point, if you have no objection. 
Mr. Utrers. No objection. 


Senator McNamara. We will make that part of the record. 
Mr. Utrers. There are no names on them. 
(The material referred to follows :) 


1. Myerstown, Pa. Age 76. Senior security and hospital coverage. Total 
benefits of $1,566.80. Amputation of leg. May 9, 1959. 

2. Shippenville, Pa. Age 80. Senior security and hospital coverage. Total 
benefits of $1,592.64. Third degree burns and heart trouble. April 23, 1959. 

3. Detroit, Mich. Age 76. Senior security. Total benefits of $1,385.28. Pros 
tatectomy. December 28, 1959. 

4. Frederic, Mich. Age 68. Senior security and hospital coverage. Total 
benefits of $1,476.42. Cholecystectomy. December 29, 1959. 

5. Rockford, Ill. Age 69. Senior security. Total benefits of $1,570.77. Right 
hemiplegia (or stroke). June 15, 1959. 

6. Centralia, Ill. Age 88. Senior security. Total benefits of $1,770. Frac- 
ture of left hip with surgery. October 25, 1959. 

7. Davenport, Iowa. Age 76. Senior security. Total benefits of $1,530. Staph 
infection, rheumatoid arthritis, duodenal ulcer. October 28, 1959. 

8. Mount Carmel, Ill. Age 69. Senior security. Total benefits of $1,550. 
Coronary and pulmonary (lung) disease. September 10, 1959. 

9. Syracuse, N.Y. Age 83. Senior security. Total benefits of $1,527.48. 
Exploratory laparotomy, arteriosclerosis tracheostomy. August 16, 1959. 

10. Dexter, N.Y. Age77. Senior security. Total benefits of $1,612.08. Cancer 
of the throat with surgery. September 29, 1959. 

11. St. Louis, Mo. Age 74. Senior security. Total benefits of $1,732. Chole- 
cystectomy and intestinal obstruction. November 17, 1959. 

12. Kansas City, Mo. Age 90. Senior security. Total benefits of $1,589.16. 
Cancer of the colon with surgery. August 3, 1959. 

13. Cleveland, Miss. Age 76. Senior security. Total benefits of $1,507.78. 
Cancer of rectum with colostomy. October 5, 1959. 

14. Knoxville, Tenn. Age 78. Senior security. Total benefits of $1,741.80. 
Cancer of colon, heart disease with colon resection. 

15. Mullens, W. Va. Age 67. Senior security. Total benefits of $1,545. Lung 
disease with thoracotomy (surgery). November 23, 1959. 


16. Cincinnati, Ohio. Age 74. Senior security. Total benefits of $1,825. 
Cancer of colon with resection. July 5, 1959. 


17. Hibbing, Minn. Age 67. Senior security and hospital coverage. Total 
benefits of $4,683.60. Rupture of duodenal ulcer, laparotomy. April 27, 1959. 

18. Chicago, Ill. Age 75. Senior security. Total benefits of $1,825. Cancer 
of bowel with resection. November 29, 1959. 

Mr. Specror. On the senior policy, do you have a waiting period 
before the policy becomes effective ? 

Mr. Foopy. No, there is no waiting period before the policy be- 
comes effective, except on those disabilities which preexist the policy 
date for which a person has had medical treatment or advice there 
is a waiting period of 6 months. 

Mr. Spector. How far back does this go, this medical treatment or 
advice? 

Mr. Foopy. Actually, as a practical consideration we have used 
about a year. 

Mr. Spector. Is this also true of Mutual? 

Mr. Utrers. The first part is. We have the 6-month wait on pre- 
existing conditions. I did not understand the last part. 

Mr. Srector. That took care of that. 

Are there any States in which you cannot sell this policy ? 

Mr. Foopy. No, there are no States in which we can’t sell it. There 
are some States in which we choose not to sell it. 
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Mr. Srecror. I understood in North Carolina you were not able 
tosell this policy. Is this incorrect ? 

Mr. Foopy. I don’t know the technical legal answer to that ques- 
tion. Some of the State laws are tied up in a way that we just chose 
not to write in those States. 

Mr. Sprecror. I thought North Carolina had a provision which 
indicated if there was this preexisting illness provision in the policy 
that the policy then would not be acceptable in that State. 

Mr. Foopy. That may be the reason. 

Mr. Unrers. We have that situation corrected. It is unfortunate 
that they have that law. But we do have this policy available in the 
State of North Carolina and we simply have a 6-month wait on the 
sickness so the person can have it regardless. 


INCOMPLETE RETURNS FROM INSURANCE QUESTION NAIRES 


Mr. Srecror. I just want to comment that we sent questionnaires 
out to the insurance companies for information on the extent and 
kind of health insurance they provided. We picked the insurance 
companies with the help of the Health Insurance Association of 
America. May I say, they were most cooperative and generous in 
assisting the subcommittee staff. 

All of the companies to whom we wrote acknowledged our inquiries. 
However, in nearly all instances the companies were not able to reply 
to the questionnaire in full, primarily, they indicated, because they 
did not have their statistics set up on the basis of age. Thus far 
the questions that we raised dealing with age 65, the companies indi- 
cated that their breakdowns statistically did not furnish such in- 
formation—except for those that had these special over-65 policies. 

On group insurance the replies indicated that the companies for 
whom group insurance was written did not provide any age break- 
down. They did not keep records on that, and therefore in general 
it was not possible to reply to the questionnaire. Is this generally 
correct ? 

Mr. Foopy. Yes. 

Mr. Uurers. Yes. it is. 

Mr. Sprcror. I thought, Mr. Chairman, if we had time we would 
raise a few questions with regard to the questions on the questionnaire. 

Senator McNamara. We have another witness before 12 o'clock, 
but you may question on the ones you think especially important. 

Mr. Specror. I think Mr. Foody indicated that he did not wish to 
give the figure as to the total enrolled under over-65 policies. Is this 
the same with Mutual ? 

Mr. Urers. What was that ? 

Mr. Specror. The number of people over 65 you have covered under 
your senior security plan. Do you wish to give that figure here? 

Mr. Uxrers. I have no objection to giving that figure here. I 
would give you—the inforce figure as of December 1, 1959, on our 
senior security program was somewhat in excess of 219,000 policies. 

Mr. Specror. On the senior security policy ? 

Mr. Utrers. Yes. 

Mr. Spector. As of December 31, 1959? 
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Mr. Utrers. As of December 31, 1959. 

May I comment on that? 

Mr. Spector. Certainly. 

Senator McNamara. Certainly. 

Mr. Uxrers. I would like to point out that in my opinion it is very 
outstanding when we consider the fact that on our regular business 
that we are writing day in and day out to all ages, our total number 
of policies issued was somewhere in the neighborhood of 374,000, so 
as an individual company, I take the position we did an outstanding 
job for the senior citizens in 1959. 

Mr. Spector. I think your company is one of the major companies 
in writing policies for people over 65. Would you want to tell us 
how many altogether over 65 are on your rolls? 

Mr. Utrers. In excess of—over 1 million, 

Senator McNamara. Your statement said 1 million, any over? 

Mr. Unrers. I would like to point out that in that 374,000 we issued 
were senior citizens who desire greater coverage than they can secure 
under senior security, and who can qualify on that. 

Mr. Srecror. Let me ask one question on your loss ratio. The re- 
ports of the New York Insurance Department seem to indicate that 
in general there was a loss ratio among companies of this type of about 
10, or 40 to 50 percent. Usually we see figures that Blue Cross has a 
loss ratio of something like 90 percent or more. Would you like to 
comment on that ? 

Mr. Uurers. That certainly is a low figure as it applies to our com- 
pany. Again that isa statistical figure that I would prefer to give to 
you in a written report but I do want to point out that certainly our 
figure is considerably higher than that. 

Mr. Foopy. I would like to comment that you are talking about 
group insurance when you talk Blue Cross and the industry will stack 
up quite well with the “Blues” on group insurance. You should not 
confuse individually solicited, individually collected, individually 
underwritten policies and the other expenses necessary to carry that 
business with what is done under a group program. 

If you take the group programs I do not think that there will be a 
major difference between the Blues and the commercial carriers, par- 
ticularly if you take the tax situation into account. 

Mr. Unrers. May I say something further? 

Senator McNamara. Surely. 

Mr. Urers. Since we have been told that many in the Congress do 
not know what the insurance companies have available I wonder if 
it would be possible for the information contained in these charts to 
be made a part of the record. 

Senator McNamara. I wonder if our staff can reduce these charts 
to such size that we can inclitde them. 

Mr. Unrers. We will be glad to reproduce it in small form and 
submit it to you. 

Senator McNamara. We will be very happy to put them in the 
record at this point. 

(The material referred to follows :) 
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Senator McNamara. Thank youagain. I think you have been very 
helpful gentlemen with your very kind information. 

At this point, I would like to enter into the record a statement I 
received this morning from Mr. George McLain, President of the 
National League of Senior Citizens. 

(‘The statement referred to follows:) 


PREPARED STATEMENT OF GEORGE MCLAIN, PRESIDENT, NATIONAL LEAGUE OF 
SENIOR CITIZENS; CHAIRMAN, CALIFORNIA INSTITUTE OF SOCIAL WELFARE, Los 
ANGELES, CALIF. 


Chairman McNamara and members of the committee, on behalf of the 16 
million Americans of 65 years and older who look to this Congress for a major 
breakthrough in the financial obstacles that stand between them and proper 
medical care, I urge this committee to recommend a meaningful Federal plan 
for the health of our aged men and women. The organizations which I repre- 
sent—the National League of Senior Citizens and the California Institute of 
Social Welfare—represent some quarter of a million oldsters. We have a his- 
tory in California of more than 19 years of successful working for more humane 
measures for the elderly. We have accumulated a large store of practical knowl- 
edge concerning the problems of our members, most of whom are aged men and 
women. Much of this knowledge has been gained in close, personal contact 
with senior citizens through our welfare counseling service, which offers advice 
and help to oldsters in their dealings with welfare authorities. For this 
reason, I feel that I speak with more authority than spokesmen for other so- 
called pension groups, where there is little or no person-to-person contact with 
the aged. 

yentlemen, the inescapable conclusion resulting from our long experience in 
dealing with older men and women is that health is one of their most worrisome 
problems. Because most of these elderly folks exist in an economic “twilight 
zone,” with just enough money to squeeze by from one month to the next, the 
fear of sudden illness or accident is an overwhelming one. Charity wards in 
county hospitals are the inevitable result of prolonged sickness for these un- 
fortunate oldsters. In many States, they must agree to let counties take liens 
on their little homes in exchange for hospital care, if they are fortunate enough 
to have reached their later years with homes of their own. 

The cruel truism that health care in modern America lies within the reach 
of the very poor or the rich is more true among our older citizens than in any 
other stratum of our society. Those who have some modest means—a little 
nest egg in a savings account, a home, or other resource—must sacrifice it in 
order to get the care they need. I[lliness means the most abject pauperism to 
the elderly, unless they are wealthy enough to absorb out their own pockets all 
of the tremendous cost of medical care. 

Of course, the need of the elderly for medical care is well Known. This com- 
mittee, in its grassroots hearings in various major cities across the land, has 
seen with its own eyes the vacuum that exists in this field. 

The question is: How shall care be provided? By a full Federal program, 
a Federal-State plan, or by private insurance companies through voluntary 
health plans or tax-paid subsidies? 

As the spokesman for two of America’s largest organizations of oldsters, I 
unequivocally urge the adoption of a full Federal program. Anything less would 
be a betrayal of the elderly, who have such fervent hopes for assistance this 
year. The Forand bill, for example, provides most of the health protection the 
aged need in today’s America. It, or some measure with similar provisions, 
would go far toward eliminating the haunting fear of medical and hospital bills 
for our elderly citizens. 

Let us examine the alternatives. A Federal-State plan has been put for- 
ward as the answer to this great problem. But how effective would such a sys- 
tem be? I’m afraid that adoption of such a plan would be a sham—a cruel 
hoax on the millions of oldsters who depend so heavily upon their Federal Gov- 
ernment for health protection. In the first place, a Federal-State program would 
be a voluntary one on the part of the States. In other words, it would be up to 
the States to agree to participate, within a broad framework set up by the Fed- 
eral Government. We have had experience with this type of program, in both 
the aid to totally disabled program and the free medical care program for pub- 
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lic aSsistance recipients. Reactionary elements in every one of the States fought 
State participation in the former program. They succeeded in blocking it in 
California for more than 6 years. When it was finally approved, the opposi- 
tion managed to hamstring the program with so many restrictions that, as a 
major press wire service said, applicants “must almost be basket cases to re- 
ceive aid.” As for the free medical care program for public assistance re- 
cipients, California provides a shameful example of how entrenched interests 
cluttered up the program with so much mandatory redtape and confusion that 
patients and doctors alike are bitterly critical. 

Is there any reason to believe that the same forces would not hobble any 
Federal-State program for the full health care of the elderly? I say no. They 
would do everything in their power to stave off State participation. And, when 
finally they retreated before the pressure of public sympathy for the elderly, 
State laws would be encumbered with every restrictive gimmick they could man- 
age to inject. 

Voluntary health plans have little to offer, where the aged are concerned, 
although the big insurance companies and the American Medical Association 
paint a rosy picture of their alleged advantages. But the cold facts are that 
the highly touted “over 65” policies now being sold in many States are priced 
out of reach of the average oldster, and offer only the skimpiest of benefits be- 
sides. By no stretch of the imagination could any be called “comprehensive” 
health protection. 

There has been some talk, particularly in administration circles, of ‘‘encour- 
aging” greater efforts in this field. But who would pay the cost of any volun- 
tary health plans? The American taxpayer. Because oldsters would have to pay, 
out of their own pockets, substantial premiums for this type of coverage, some in- 
creases in Federal funds for social security and public assistance would be neces- 
sary. In other words, “voluntary health insurance” for the aged would simply 
be a camouflaged giveaway of tax money to the insurance companies. 

America’s senior citizens are good citizens. Most are firm believers in the 
principles of free enterprise, and have reached their later years after a lifetime 
of toil in the rough-and-tumble of the economic arena. Doubtless most would 
prefer that private enterprise would offer the answer to the health enigma that 
confronts them. But the sad reality is that private enterprise is not daring 
enough to take a chance on providing real medical insurance at a cost within 
the easy reach of the average oldster. In the field of health protection for the 
aged, America faces a challenge similar to the one we faced in 1935, when 
social security was voted into law. Private enterprise had failed to meet the 
demands of our times, and it was up to Government to act for the good of the 
people. Despite the gloomy predictions of financial ruin, issued by the insur- 
ance company “experts,” social security has proved to be one of the most finan- 
cially sound social programs ever undertaken by this country. The National 
League of Senior Citizens and the California Institute of Social Welfare be- 
lieve that its retirement benefits should now be broadly improved. But, with 
all its shortcomings, the social security program has shown the need for vi- 
sionary leadership by the Federal Government in the social field, at times when 
American business fails to meet challenges presented by everchanging condi- 
tions. Now it is time to expand the social security program on the medical 
front, and offer to millions of American oldsters real protection from the threat 
of pauperism induced by illness or mishap. 

This is no time for expedient compromises with the health of our aged. Noth- 
ing less than a full Federal program, administered through the existing machin- 
ery of the social security program, will fill the critical needs that now exist. To 
offer our elderly less would be a shameful betrayal of millions of hopeful Ameri- 
ean citizens. Statesmanship demands that the appeals of these deserving old 
folks be heeded in a manner that will fulfill pledges, implicit and explicit, made 
to them by their elected representatives over the past years. 

As the spokesman for the thousands of senior citizens in States throughout 
the Nation, I urge that you give the most careful consideration to the foregoing 
recommendations. I am confident that a thoughtful and objective appraisal 
will lead this committee to the conclusion that the most courageous Federal 
action is necessary to solve the problem of putting health care within the reach 
of our older citizens. 


Our final witness this morning is Dr. Ethel Percy Andrus, president 
of the American Association of Retired Persons. 
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Dr. Andrus, we are glad to have you and your associates here with 
us this morning. 


STATEMENT OF ETHEL PERCY ANDRUS, PRESIDENT, NATIONAL 
RETIRED TEACHERS ASSOCIATION AND AMERICAN ASSOCIATION 
OF RETIRED PERSONS, ACCOMPANIED BY WILLIAM C. FITCH, 
EXECUTIVE DIRECTOR; MRS. RUTH LANA, DIRECTOR OF SERV- 
ICES; AND LEONARD DAVIS, PRESIDENT OF LEONARD DAVIS 
ASSOCIATES, INSURANCE CONSULTANT, NEW YORK CITY AND 
WASHINGTON, D.C. 


Dr. Anprvs. Thank you, sir. 

Senator McNamara. I see you have a prepared statement. Would 
you like this to be printed in its entirety in the record at this point 
and summarize it to some extent ? 

Dr. Anprus. Yes. Would you like to have me summarize it now? 

Senator McNamara. Will you, please? 


PREPARED STATEMENT OF ETHEL PERCY ANDRUS, PRESIDENT, NATIONAL RETIRED 
TEACHERS ASSOCIATION AND AMERICAN ASSOCIATION OF RETIRED PERSONS 


On August 5, 1959, I had the privilege of discussing with this honorable com- 
mittee the steps taken by our two great nonprofit associations, the American 
Association of Retired Persons and the National Retired Teachers Association, 
toward easing the burden of the older people of our land. At that time I dis- 
cussed our efforts in housing and flexible retirement, and urged consideration of 
broadening many of the provisions of the Social Security Act. I discussed in 
detail our great breakthrough in the field of hospital-surgical-medical insurance 
for our members and outlined our proposed compromise to the Forand bill, which 
we had presented to the Ways and Means Committee on July 16, 1959, and which 
in our opinion overcame many controversial features of the Forand bill. I am 
pleased to note that the administration in discussing their own proposed pro- 
gram have included many suggestions we offered and though we feel there are 
still many shortcomings even in the proposed Javits’ program, we do feel it is 
on the right road toward doing a comprehensive job for the elder people of the 
Nation. I once again urge that we substitute action for words and enact legis- 
lation for the elderly folk now. 

In appearing before the Kefauver drug hearings on December 11, 1959, I 
highlighted the plight of our people in securing medications at the price they 
ean afford. It is one thing to provide a leveling of medical cost through an 
insurance program but it is another matter to provide the daily medications 
required through a purchase program which provides them the best for the 
lowest price. We told of the urgings of our members to accomplish this and of 
our inaugurating a new drug service determining: (1) that it would be a non- 
profit venture, and (2) that we would save our members at least 25 percent of 
the usual cost. We also told of how we had been forced to close a California 
distribution center and of the refual of Parke, Davis & Co. and other manufac- 
turers to serve us. We emphasize that, in spite of these harassments, we would 
continue to do the job that was of utmost importance to our members and that 
we hoped we could expand our services even further by urging a national council 
to establish a formulary, which would make the use of generic names possible, 
and which could reduce the medication costs of our members not 25 percent but 
at least 50 percent. 

We are continuing our service and are today filling 2,500 prescriptions and 
orders weekly and saving our members in excess of $5,000 per week. Yet today 
as we sit in this great meeting room to find a method to provide the necessary 
economies for providing decent medical care for the aged, a House subcommittee, 
the District of Columbia Committee, is making plans for a hearing tomorrow 
on a bill submitted by Congressman Foley which, if enacted, will increase sub- 
stantially not only the drug costs of the aged but those of our entire population 
as well. Tome thisisa contradiction beyond belief. 
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l am reporting fairly and dispassionately the experience of the two associa- 
tions which I represent, the American Association of Retired Persons and the 
National Retired Teachers Association, in the harassment they have suffered 
by the representatives of the pharmaceutical industry in the associations’ en- 
deavors to make available to their membership of older persons the medications 
needed by them to sustain and prolong life. 

In our associations’ effort to give our elderly members these needed medica- 
tions, we have zealously striven to balance the industrys’ right to a reasonable 
return and our members’ right to a reasonable price. Never have we asked from 
our suppliers a reduction in cost, special consideration because of our humani- 
tarian purpose of our unique personnel. Always have we paid prices asked, 
geared to our volume of business; we have paid at the designated time; we 
have asked for no special concessions. 

Always have we recognized what goes into the price of a prescription—the 
thousands of man-hours and the millions of dollars expended by the manufac- 
turer to find the drug needed by the doctor for the job he wants done. We have 
guarded the safety and potency and efficacy of the drugs we buy. We have 
bought always drugs of the finest quality to have them available to satisfy our 
members’ need. We repeatedly have instructed our members to ignore us and 
our lower prices if prescriptions are needed in haste. We have told them we 
can serve only those whose needs can afford a timespan. However, we do 
deliver our medications as promptly as human power can permit and postal 
arrangements allow. We employ only licensed pharmacists to dispense our pre- 
scriptions, men schooled, trained, responsible, professionally dedicated to carry- 
ing out the doctor’s orders meticulously as he would have them, and we assure 
you, without susbtitution. Since the inception of our enterprise, every prescrip- 
tion bears its date, its price, its ratio of discount. 

Last month our telephone bill was in excess of $300 in authenticating pre- 
scriptions or checking with the physician on such matters as identity of the drug, 
strength, or refill authorization. We maintain a 24-hour accessibility to our 
prescriptions. The medical director of our associations has inspected and en- 
dorsed the excellence of our operation. We hold the health of our members as 
our priceless and sacred obligation and challenge. We honestly believe that 
nowhere can you find more devoted, finer, or more efficient medical care than 
that which we offer to our people. We have invited Federal Food and Drug Ad- 
ministration inspection not only as to the cleanliness, the utilization, the effi- 
ciency, and the high standards of our equipment, our pharmacy, and our em- 
ployed personnel, but also we offer to make available to the Federal Food and 
Drug Administration the examination of the confidential files of our prescriptions 
and all other records. This may be idealistic planning but it is also a very 
realistic achievement. 

We maintain a warm personal professional relationship between our members 
and ourselves. This we have earned as fellows in retirement seeking to build 
together a happy, healthy, serviceable old age. Our members realize that we were 
not eager to build a pharmacy business. They know we have their many other 
unmet needs to concern us, but they also, through bitter experience, have learned 
that the local pharmacist, no matter how willing and eager he may be, is unable 
to help them save by reason of the relatively high price he must pay on account 
of the smallness of his quantity ordering. They know too that, in dealing with 
their own association, they can find sympathy, understanding, and friendliness, 
for they know us as persons. Their membership ties us to them with a bond of 
confident unity and us to them as a solemn trust. 

Always we have said to our people: “You and we realize the paradox of your 
income. The Government may recognize that yours in a static income, but it 
cannot at the same time ignore the fact that static income is continually growing 
less in its purchasing power. We cannot make more dollars for you; we can, 
however, he!n you buy more with the dollars we have saved for you so that per- 
haps they will approach a bit closer toward the value they had when you earned 
them and put them by for your old age.” 

As I have reported to your honorable committee once before, we have earned 
the grateful appreciation of thousands of our people, some only now daring at 
lower cost to provide for themselves surcease from pain. We have been told by 
national organizations dealing with the problems of the againg that our endless 
struggle to serve our people thoughtfully and well has been a notable social 
achievement. The clergy has praised; the press has commended. Only from 
the pharmaceutical group has there been opposition—cruel, bitter and relent- 
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less—sometimes aimed at the cause of aging, sometimes directed at the associ- 
ations by name. As you probably know, our accomplishments in quantity dis- 
tribution and services have been made possible by the voluntary cooperation of 
thousands of mature individuals. We present them to you, both as a practical 
manifestation of the brotherhood of man and the fact that kindness is good 
business. 

And because it is good business, the pharmaceutical industry has decided to 
undermine it. The regrettable basis of their intention is the old superstition that 
for one person to make good, the other person must suffer a loss. In spite of the 
proven soundness of the golden rule and America’s successful formula of open 
competition, the pharmaceutical group, in its intention of harm, plans to rely 
on force and coercion, professional regulations, and the like. 

It is unfortunate that the pharmaceutical group feels so—such actions in 
the long run slow down progress and sap energy that might otherwise be 
directed to the production of greater technical efficiency and general well- 
being. There is always room for competition—that America has proven. 
Perhaps the day may come when the A.Ph.A. will cease to believe that the only 
way to gain a benefit for its members is to take away something from the 
members of some other association. We definitely feel that it is particularly 
regretful that the drug industry, as dynamic as it is, with a proud record of 
contribution to the health and well-being of our country, would become em- 
bittered and hostile to a geriatric service to a group needing both drugs and 
economic protection. In their zeal, we wonder has the A.Ph.A. realized that 
here is a group to which it would deny medication through enforced higher 
prices, a group that must under those conditions be forced to choose between 
the sacrifice of good nutrition or other necessities of life to buy or go without 
medication, or as a final measure, resort to welfare aid? Many pharmacists 
approve. We can produce letters from hundreds of pharmacists throughout 
the land who feel that they too would like to be a part of this health-crusade 
venture. They tell us that they regret the limitations that are enforced upon 
them; they ask us how can they help? With the men and women pharmacists, 
laboring earnestly to improve national health, we have no variance, only respect 
and good will. 

The basis of the legislative proposals and the printed and verbal attacks 
we are reporting seem all to have an economic base: a resentment that our 
aged public has been alerted by our service to the fact that drug prices can 
be lowered, and proof given that a reduction of 25 percent is possible in such 
an associational venture as our own. 

We are told that the bill introduced by Representative John Foley of Mary- 
land would replace the District’s present pharmacy licensing legislation, which 
has been called archaic. 

The act in question was passed May 7, 1906, and amended March 7, 1927. 
The suggested amendments in the Foley bill are two: one concerns itself with 
mail-order drug service and the other with the sale of vitamins. There is 
hardly any other change in the proposed revision except (1) making more 
definite matters affecting the organization of the Commissioners, as to term 
of office, compensation, qualifications, quorum, powers, ete.; and (2) the estab- 
lishment of a system of “pharmacy interns.” The modernization of the law 
concerned itself with two social innovations over the years—the use of vitamins 
and the general utilization of the postal service. 

The intent of the bill, as announced in the Journal of the Pharmaceutical 
Association in its April 1960 issue, is to “make mail-order prescription phar- 
macies illegal.” 

The bill provides: “It will be unlawful for any person to compound and dis- 
tribute the prescriptions of medical practitioners when such distribution is 
effected principally by mail and the traditional physician-pharmacist-patient 
relationship does not exist.” 

The bill further empowers the Commissioner to revoke or suspend the license 
of any pharmacist connected with the advertising of prices of proprietary drugs. 

The mail-order nharmacy situation was discussed at a snecial meeting in 
January 1960 of 64 pharmacy leaders from all parts of the United States, called 
for this purpose by the American Pharmaceutical Association in cooperation 
with the National Association of Boards of Pharmacy and the National Con- 
ference of State Pharmaceutical Association Secretaries. At this conference, 
Hugo H. Schaefer, treasurer of the American Pharmaceutical Association stated, 
and we quote: 
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“In the original draft of the Durham-Humphrey legislation there was a provi- 
sion that prescriptions cannot be filled by mail except in the immediate shopping 
area of a pharmacy. The Federal Food and Drug Administration wanted that 
provision because of several organizations that fill prescriptions by mail for 
epileptics, and the Food and Drug Administration couldn’t tackle this problem 
very well unless they had a provision prohibiting mail-order prescriptions. The 
professional pharmacists opposed the restriction at that time because of the 
fact that his patient often went to vacation places and maybe saw a doctor 
there. We were “successful” in having the provision taken out of the law 
before it was passed, but now I think we should honestly go to the Federal Gov- 
ernment and say: “Look, we originally opposed the restriction on mail-order 
prescriptions because there wasn’t any serious danger at that time to public 
health but now we can see it is becoming a health problem of real magnitude.” 
I think we can get the Food and Drug Administration to back us in the 
enactment of an amendment. I believe this is the way to do it most quickly 
and most advantageously.” 

But William W. Goodrich, Assistant General Counsel for Food and Drugs 
in the Department of Health, Education, and Welfare, said that when his 
Office has investigated complaints “that the mail-order prescription business 
is fraught with public health dangers,” the complaints could not be proved. 
“The indications are that the mail-order pharmacies are being careful in dis- 
pensing what the prescriber has ordered and that unauthorized refills are not 
easy to obtain,”’ he told the delegates. He said the A.Ph.A. “had a large part” 
in balking the Government's attempt in 1952 to regulate mail-order prescription 
drug business. 

The second “modernization” of the District of Columbia pharmacy bill places 
under prescription medicines vitamins stronger than twice the minimum daily 
requirements. Such a commonly used vitamin as B,, no stronger than 5 grams, 
would call for a prescription and an unannounced charge by the pharmacy 
filling that prescription. 

For, as announced by the bill’s prohibition against price listing, the druggist’s 
charges are not to be made public. The medical profession has announced its 
willingness to discuss prices for its services, even has given in print its minimum 
fees to folks of modest means, but drugs are to be charged according to the 
judgment of the dispensing pharmacist. With the lower rates of our asso- 
ciation denied our people, if these proposed measures and the punitive regula- 
tions are enforced, then the public—and the oldsters whom we tried to serve— 





will find the situation as reported in Drug Topics issue March 25, 1960: 


a0), 





Nembutal capsules (14% gr. No. 30) 1 
Beaufort, S.C $2. 00 


Bewting’ Gee) Kvn ee es ee ee ee ee ee Sl et 1. 35 
ChevelanG: Gs oo tii oe ee see ee Se ee 2 Ws 
De Pe eS ee te a dak die ape RE Se eee 1 28 
rOtrORe: WHR. 5 nn ee a ee lee Fo ak Sra _ | Sas 
MUU TG ia vcs cant mck ecco psc pass anes ne 1. 90 
aerial 2. 25 
IS OP ES adore cathe kta age aes eg ica ee tao 1. 75 
Pertrasiee, We Vaiss ee ee a el ee Oe ee 2.10 
meee 1 Ta eri ee ih ee oe eee 1. 65 
TRADE Ve oi ed nn cd cere ce bncetanitistee badness tie 2.15 
ON Gi oe cae cae eche eects eee main eeiera aan 1. 70 
WU Rs NN icici icsi hs ccs ncitices cg tise nips actaaten neh ea aeapcnincdonadatinearaedeat aaa ie 2. 00 
CORE I a sii sick is etme ee anes eee ea ae a . 90 


1Sig: 1 capsule at bedtime as needed. 


Other comments at this conference reported by Drug Topics, January 18, 
1960, were of interest. Samuel Silverman, president of the National Con 
ference of State Pharmaceutical Association Secretaries, urged that the mat: 
ter be approached with a “nonbelligerent attitude and a knowledge that pre 
scriptions by mail are a product of a changing social order.” He further said 
he could not see how the economic aspects could be divorced from the public 
health aspects. 

Speaking for the National Association of Boards of Pharmacy, P. H. Coss 
tello expressed the view that the economic aspects are responsible for mail- 
order prescription operations. He further expressed doubt that it would be 
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possible to stop mail-order operations on the ground of adverse effect on the 
public health. 

The Weekly Pharmacy Report of March 28, 1960, carries this message: 

“A.Ph.A. House votes to amend pharmacy’s code of ethics to put participa- 
tion in mail-order prescription plans outside area of professional conduct. 
Secretaries favor Federal law.” 

Criticism unsupported by fact by schools of pharmacy; the harassment of 
the police-type investigation of our pharmacy, its equipment, its employed per- 
sonnel; the imputation of lack of professional standards of performance—a con- 
Stant barrage of suspicion and misstatement culminated late Friday afternoon, 
April 8, 1960, with a telephoned threat addressed to one of our junior execu- 
tives by an officer of the A.Ph.A to the effect that— 

(1) using his phraseology, “our skirts were not clean” ; 

(2) the pharmaceutical association had clever investigators ; 

(3) three of our pharmacy employees had been contacted and had testi- 
mony critical of our operation ; 

(4) our pharmacy had earned more money than any other in the District 
because we substituted generic drugs for standard brand names; 

(5) by Wednesday of this week, April 13, 1960, all mail orders in the 
District of Columbia would be closed. 

May I add this comment: We strive to be tolerant and fairminded, but when 
it comes to the eternal verities of truth, we maintain there are no two sides 
to the question—right is right and wrong is wrong. We conceived this pur- 
pose on a call from our people. We pioneered in a field foreign to our ex- 
perience, firm in our belief that our good intent, our careful management, 
and our happy membership—all built upon the American ideal of freedom of 
effort—would find for us friends who would be glad that older folks are at 
work to serve themselves; we had not foreseen that the pharmaceutical asso- 
ciations would be embittered, hostile, and destructive. They have learned 
the rule of might. Let’s hope that they may be moved by the Sermon on the 
Mount. 

In conclusion, I urge you once again to substitute action for words. Each 
year we lost 6 percent of our aged population and remedial measures taken 
years hence will be for them of no avail. Enact a comprehensive program of 
subsidized hospital-surgical-medical care. Help make the limited fixed dollars 
of our elderly go further by authorizing the Federal Food and Drug Admin- 
istration to establish a national formulary which could be properly supervised 
and which could guarantee the purchase of much needed medications at one- 
half the price now being paid. This is the medical practice used only a short 
time ago; namely, the writing of a prescription by the doctor, using the original 
generic names and its being filled by the professional pharmacist. Let us enact 
legislation that will break through the unjust distribution practices of manu- 
facturers that falsely maintain an artificial retail price structure to the benefit 
of the large retailer and not only to the hurt of the local druggist but to the 
denial of relief to the aged consumer in modest circumstances. 

This is our plea. 


Dr. Anprus. We want to tell you of the various things we have been 
trying to do to ease the troubles of our older citizens. We have before 
discussed with you our plan for flexible retirement and we have told 
you of the breakthrough that our association made for health insur- 
ance for persons over 65 in age. We have told you also about our 
housing experience and our nursing home. 

In December we talked to the committee before Senator Kefauver 
on the question of drugs. We had been asked by our group to help 
them on drugs because they found the expense of drugs was in excess 
even over that of hospitalization and nursing care. And then we told 
you that we had decided that, being a nonprofit association, we could 
offer our members a 25- -percent discount on medications. 

We told of the refusal of Parke, Davis and some of the other 
pharmaceutical companies to serve us, of the California pharmacy 
group which forced us to close our center there and the fact that we 
were continuing here in Washington to serve our people, filling pre- 
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scriptions to the amount of 2,500 per week and saving our members on 
the average of $5,000 per week. 

But today while we are talking here about health care, a committee 
in the House under tepresentativ e Foley is planning to hold hearings 
tomorrow on a bill that would not only take away from us the priv ilege 
of serving our people in drugs but would raise the price of drugs not 
only for our members but for all people throughout the Nation. And 
so today we wish to tell you of our participation in this endeavor. 
We have recognized all of the various things that the pharmaceutical 
people will tell us about the millions of dollars expended by the 
manufacturers to get the drugs the doctor needs to do the job. 

But we have done our job, too. We have tried to give our members 
drugs at a cost that they could afford. We have cuarded the safety 
and potency and eflicacy of the drugs we buy. We have cautioned 
our people that if they need immediate medication to patronize their 
local pharmacy regardless of cost. However, we serve them as fast 
as can be, for there might be the usual delay of postal service. We 
have had our pharmacy inspected by our own associations’ physician 
and we have tried in all instances to contact the physicians of our 
people when prescriptions seemed vague as regards intent. Last 
month alone we spent over $300 in telephone calls, to identify the 
drug or the quantity or the question of refills. 

We are rather proud too to feel that we can report we have had 40 
percent renewal on our drug orders. We have invited the Federal 
Drug and Food Administration to inspect our quarters as to cleanli- 
ness and efficienc y of our pharmacy, its equipment, and its personnel. 
Not only that, we have told the FDA that the confidential files, pre- 
scriptions, and all our records are open to them for inspection. 

I think the thing that has made this wonderful achievement possible 
has been the fact of the warm, personal relationship that we have 
built with our members. I believe that they trust us and I know our 
care for them is to us a real obligation. 

We have said to them frankly: We know that yours is a fixed in- 
come, constantly diminishing in value, and perhaps the dollars we 
can save you on drugs, that we cannot secure for you in any other 
way, might be able to add some value to those dollars you had put 
by for your old age. 

We have found it is good business, and for that reason the phar- 
maceutical group has decided it is going to undermine us, and, in 
spite of the proven soundness of the ‘golden rule and the fact that in 
America we thrive on competition, the pharmaceutical group is rely- 
ing on force and coercion through professional regulations. 

We regret its attitude because it has a magnificent record. It has 
done wonderful things, but in this instance, to feel that by helping the 
members of its association it has to harm the members of our associa- 
tion is something we thought was outmoded in America. 

We feel it is regretful it is doing this. We can produce letters, 
hundreds of them, Senator McNamara, of pharmacists all over the 
land that would like to help us, would like to serve the older people 
in their community but are hampered by the enforcements, by the fair 
trading regulations, by their pharmacy rules, and so forth. 

The basis of these proposals that I want to tell you about comes 
from what they call a revision of the District of Columbia laws on 
pharmacy, which they term “archaic.” 
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PROPOSED REVISIONS TO PHARMACY REGULATIONS 


To the old pharmacy regulations, enacted in 1906 and amended in 
1927 they have added four general changes to modernize them. The 
first regulation would make it illegal for drug service by mail. The 
second concerns the question of vitamins. Otherwise than that, the 
third change is strengthening the organization of the commissioners 
as regards all qui alifications of members’ powers, and so forth, and the 
fourth, the formation of an organization called the Pharmacy Internes. 

Under their proposed regulation a vitamin as simple as a B-1 with 
a 5MG power would cease to be a over-the-counter item but must 
become a prescription item. This would entail a prescription and 
having it filled. Another interesting feature in the proposed law is 
that the prescription may not have a known price. The physician 
is willing to tell us that it is perfectly ethical to talk to him about cost 
of his service. He even goes to the extent of publishing comparative 
value studies for people who have modest means, but the pharma- 
cists’ regulation in this measure would make it unethical for any 
pharmacist to work in an establisment that had a pricelist; this means 
he would lose his license and the right to his living and the support 
of his family. 

The other proposed regulation 1s making it illegal to serve drugs 
by mail. It is highly interesting to note the records of the pharma- 
ceutical group when ‘they met here in January and discussed this. I 
report here the opinions expressed by various representatives as- 
sembled there. 

By making service by mail illegal, the pharmacist himself sacri- 
fices many of the things he would like to do, but, nevertheless he claims 
there is a health hazard. The answer to that question of the health 
hazard was given by William W. Goodrich, assistant general counsel 
of the Food and Drug Administration. He said no such health haz- 
ard could be proven; the “mail-order pharmacies are being careful 
in dispensing what the prescriber has offered.” 

Would it not seem that these regulations were simply the protection 
of the pharmacists in establishing a a fixed price? 

I would like to have you notice the wide range in costs reported by 

“Drug Topics.” In the issues of this publication there appears a list 
of various drugs, sometimes the drugs that you and I know, some- 
times compounded drugs but the prescription or the name of the drug 
is given and then a listing of 10 or 15 places throughout the United 
States and their various charges. On one of these charges, the range 
in price was all the way from $4.95 to $10, the price being regu- 
lated by the dispensing ‘pharmacist. We present on page 9 of our 
testimony one list from “Drug Topics,” the drug named is Nembutal. 
The variation in its price runs from $2 to $1.50 to $1.65, and on 
through. Our price for that same drug is 90 cents. 

They have said in their testimony that we were hampered in Cali- 
fornia. Senator McNamara, we were told “to cease and desist” as of a 
certain date and we did. But since then we are informed that the ad- 
vice of the Attorney Generals office, which is the legal advice upon 
which the pharmacy board would depend in defending a case, has 
said there was no offense given. We were found not to be in com- 
petition with anyone. We were not advertising except to our own 
people. We were doing the thing that was a humanitarian job but 
the pharmacist board had decided that it would not permit us to con- 
tinue. So we came here and used our Washington outlet. 
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I report the fact that we have suffered harassment, we have had 
threats, we have had embarrassment, we have had charges that our 
people were not licensed, that our place was inadequate; all of those 
things we resent. I report an incident last Friday when just before 
closing time one of our minor executives who is here in the room today 
was told on the phone by an officer of the pharmacy group—first of 
all, using his phr aseology, our “skirts were not clean”; second, that 
his drug association had clever and shrewd investigators; third, that 
some of our former employees had testified against us; fourth, that we 
made more money than any other pharmacy in the District of Co- 
lumbia because we did not fill our prescriptions with the medicines 
ordered but with medicines substituted; and fifth, that as of the mid- 
dle of this week we would be closed up along with every other mail 
order house in the District. 

We have been tolerant. We have been courteous. We have never 
asked for concessions. But where right is right, Senator, and wrong 
is wrong, there is no acceptance of that kind of treatment. We feel 
very definitely that they believe that the law of might is to prevail 
whereas we hope that they might in this season consider the Sermon 
onthe Mount. 

We want to finish our testimony with a review for a moment, of 
what we are asking, We are asking that we stop talking about old age 
and that we try to do something definite about it. We lose 6 percent 
of our people over 65 every year. And every year that we wait 
will be of no avail to them. 


CREATION OF NATIONAL FORMULARY 


We want to help the limited dollars of our people to go further and 
so we are asking that the Federal Food and Drug Administration es- 
tablish a national formulary that could be supervised and would guar- 
antee for our people drugs at a 50 percent—not a 25 percent—discount. 
We want also again to say that while we are proud of our insurance 
plan, we are not satisfied with it. We feel that it should be extended. 
We have asked for your consideration. We would like to see a pooling 
of all the finest thinking on health insurance, an open competition, 
and then an offering on a voluntary basis to all older people wishing 
health coverage. 

We want to have something that is going to break down the in- 
equitities and injustices suffered by the aging and make old age 
happier. 

May I add our deep appreciation to you and your committee. 

Senator McNamara. Thank you very much. You did give us some 
astonishing figures in this one instance—— 

Dr. Anprus. Senator Mc Namara—— 

Senator McNamara. We are very grateful to you for being here and 
giving us this testimony. I think this one instance that you cite in 
the price of Nembutal capsules is a very interesting figure. Is this 
an exceptional case or do you have many in this category / 

Dr. Axprus. Oh, no. The only reason I chose this particular item 
was that very often the prescriptions offered include narcotics, and, 
as we do not handle narcotics, I thought it was only fair if you asked 
me what would be the price that we would ask that I would report you 
on an item which we do handle. 

No, in the issues of “Drug Topics” there are two sets of this kind 
of medications showing variations in price and then telling the 
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pharmacists how best to charge. The pharmacist should add first of 
all the cost of the ingredients or the items used in the compounding of 
it. He should value his time at $4 an hour and decide on how much 
of the time the service would require. He should charge 10 cents for 
a container. He should charge for overhead. If in addition to that, 
if he wants to ask a 40 percent profit, then that extra charge is made 
and the whole thing in each Issue shows a sample, where the in- 
eredient might cost 40 cents, where the man’s time might cost $1.40, the 
container 10 cents, 25 cents for 4 overhead, making it $2.15, then if the 
profit is asked the cost would be & 

That isall. Itis nota unique c case, no, Senator McNamara 

Senator McNamara. This isan exceptional situation ? 

Dr. Anprus. No, it is not exe eptional. 

Senator McNamara. This is typical of many cases. 

Dr. Anprus. Yes, the variation in prices is always given. 

Senator McNamara. Do you say in summary that one of the great 
problems of people over 65 is the high cost of drugs? 

Dr. Anprus. No; I would say it is an important one of many other 
needs. The high cost of drugs, Senator MeN amara, is ever with us. 
In the case of a catastrophic illness drugs are imperative. But it is 
the daily need for maintenance and control for the arthritic, the dia- 
betic, the hypertensive, etc., we are concerned. 

Senator McNamara. Thank you very much. 

Mr. Davis. Senator McNamara, I would like to comment on Dr. 
Andrus’ report on July 16, 1959. Dr. Andrus presented a paper 
before the Ways and Means Committee for a substitute plan for the 
Forand bill. We are much pleased to note that the administration 
had accepted many of our suggestions in the preparation of its pro- 
gram, and this morning we note in the W ashington Post that many of 
the Democratic Congressmen are also considering one of the accom- 
panying points of our program. This would be a voluntary program 
by deduction from social security checks. They are considering this 
in the establishment of a program which would provide the necessary 
hospital, medical, surgical insurance to all of the people in the country 
who are over 65. 

(The statement of Dr. Andrus before the House Ways and Means 
Committee follows :) 


PREPARED STATEMENT OF ETHEL PERCY ANDRUS, PRESIDENT, NATIONAL RETIRED 
TEACHERS ASSOCIATION AND AMERICAN ASSOCIATION OF RETIRED PERSONS 


Mr: Chairman and members of the committee, I come to you as president of 
two volunteer nonprofit associations of older persons, the National Retired Teach- 
ers Association and the American Association of Retired Persons. I am Ethel 
Percy Andrus, a resident of Ojai, Calif. My associates are Mrs. Ruth Lana, 
executive secretary of our two associations, B. F. Saul Building, Washington, 
D.C., and Leonard Davis, president of Leonard Davis Associates, Insurance 
Consultant, New York City and Washington, D.C. 

First, I wish to express the thanks of our organizations to the members of the 
committee for the privilege of presenting a proposal which our associations, by 
affirmative action taken in St. Louis, June 27, 1959, believe to be a solution to 
the problem of medical security for persons over 65; and second, I wish to 
express their appreciation to Congressman Forand for his persistent champion- 
ship of the cause of health protection for the elderly and for his generous invi- 
tation to consider amendments to his plan. 

By way of identification, may I tell you that the National Retired Teachers 
Association is a voluntary non-profit all-inclusive organization of retired teach- 
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ers of our Nation. Of the 170,000 retired teachers, the National Retired Teach- 
ers Association now enrolls 100,000. Theirs is an exciting story of voluntary 
organization and humanitarian achievement. 

In 1952, the National Retired Teachers Association, finding itself crushed 
between a static retirement income and the upward thrust of inflation and the 
rising cost of living, spearheaded the campaign—not for its own members alone, 
but for all retired folk—for an increase in income tax exemption which in 1954, 
through the recommendation of this very committee, resulted in the Mason bill. 
By it the 83d Congress granted our aging population an additional $240 tax 
credit in the computation of retirement income. 

We have worked with our State organizations in securing liberalized retire- 
ment benefits on the State level. 

We have encouraged, fostered, and constructed housing projects and are 
planning nursing homes. We have worked for reemployment of the retired. We 
have so successfully challenged our membership to participation in constructive 
community activities that I, as their president, have been chosen one of the 130 
members of the National Advisory Committee of the White House Conference 
on Aging to be held in January 1961. 

In 1958, to share, with other retired persons, the various services which the Na- 
tional Retired Teachers Association had secured for its membership, there was 
founded by our association on a plea of thousands of our members, and with 
their help, an affiliated group of persons of 55 years or over, the American Asso- 
ciation of Retired Persons with its publication, Modern Maturity. 

Although founded as late as October 1958, the membership of this nonprofit 
association now totals in excess of 50,000 and is growing daily. Like the 
teachers’ group, it is not radical in its demands; it faces reality and welcomes 
responsibility in helping to solve the problem facing older persons. 

These two organizations are proud of their membership. They, however, 
realize that the proposal we are making in the service of all older folks may 
result in a lessening of their memberships. Nevertheleses, both associations 
urge your serious consideration of the plan. 

The proposal we make is an outgrowth of our pioneer achievement in 1955, 
when our association made available to its membership, at low cost, the first 
noneancelable group hospitalization-surgical insurance ever written nationally 
for retired persons. This social achievement has had many imitators in the 
years following. Over the years we have slowly developed know-how and ex- 
perience. Each year we have extended our benefits and our fields of service. 
Today, over 100,000 retired persons participate in the medical protection offered 
by our program, without limitation as to age or physical condition, with no 
medical examination required, and spouses also included. 

On the 1st day of July 1959, we extended our health program to provide for 
all retired teachers residing in the State of California a coverage including 
hospital room and board for a period of 121 days; surgical benefits up to $300— 
these are tied into the relative value schedule approved by the California Medical 
Association for persons over age 65, with modest income; postoperative care in 
licensed nursing homes, plus an additional $500 for specialist services, drugs, 
and doctor's visits in home, office, or hospital. 

Proud as we are of the results of our pioneering efforts in the field of health 
protection, we are not satisfied. Nothing less than the best possible coverage, at 
the lowest possible cost, is our goal. 

So we offer for your consideration the following proposal, dedicated to the 
end of providing the best medical coverage for that portion of our older popu- 
lation—men of 65 or over and women of 62 or over—which is not eligible for 
and/or being served by public assistance in its welfare medical care program: 

1. The formation of a trusteeship for the initiation and administration of the 
insurance plan for the elderly: this trusteeship to work in liaison with the social 
security trust fund. It would be similar to that now functioning in the insur- 
ance plans of NRTA and AARP. In order that this trusteeship should repre- 
sent the total effort nationally, the membership should be composed of equal 
representation for the following agencies, the persons to serve to be appointed 
by their respective agency : 

(a) Representatives of health care, such as AMA and AHA. 

(b) Representatives of business, such as U.S. Chamber of Commerce. 

(c) Representatives of industry, such as the National Association of Manu- 
facturers. 

(d) Representatives of organized labor. 
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(e) Representatives of the aged, such as the NRTA and AARP. 

2. This trusteeship to: 

(a) Formulate specifications for the best benefit plan or plans possible. 

(0) Submit such specifications to the insurance industry and/or Blue Cross 
and Blue Shield for competition. 

(c) Accept the best bid or bids. 

(d) Make available for election or option the plan or plans to all men of 
65 or over and women of 62 or over, not included in the public assistance pro- 
gram. 

(e) Arrange for the collection of premiums from these persons, falling into 
two groups: 

(1) Nonrecipients of OASDI benefits. 
(2) Recipients of OASDI benefits. 

(f) For the nonrecipients of OASDI benefits, receive monthly premiums on 
a direct payment basis or through arrangements with their income-producing 
agency, if so desired. 

(g) For the recipients of OASDI benefits, to make arrangements with the 
Social Security Administration to withhold such premium payment from the 
recipient’s monthly payment and remit these gross withholdings to the trustee- 
ship. 

The withholding feature, both as a convenience for the elderly recipient au- 
thorizing it and as an essential saving in operational costs for the trusteeship, 
would reimburse the social security trust fund for the full cost of the services 
rendered, reimbursing it for time, labor, and material needed to perform this 
clerical function. 

(hk) Transfer to the respective insurance company or companies the premiums 
collected from all the insured. 

(i) Supervise the administration by the insurance carriers with the purpose 
of lessening costs and liberalizing benefits. 

(j) Further the progress of the medical profession’s announced purpose to 
increase the quality of services rendered to the elderly and to decrease the costs 
of such services. 

We believe that our proposal meets the needs of older persons. 

1. The mass buying power which the trusteeship would have by adopting this 
plan would guarantee the subscriber the greatest benefits for the least cost. 

2. The automatic deduction feature for OASDI recipients has been shown by 
statistics to be the most efficient means as evidenced by the fact that 68 percent 
of all families with health insurance policies provide for automatic deductions. 

Those elderly persons who feel they are already adequately covered, or who 
for other reasons do not desire such protection, have the choice of refusing 
to subscribe to the plan. 

Unlike the proposals made by the insurance industry, medical profession, and 
Government administration, our plan would: 

(a) Provide immediate protection and not take years to be put into operation. 

(b) Obtain great numbers of subscribers due to confidence in the joint trustee- 
ship. 

(c) Not be expensive because of the plan’s tremendous buying power. 

Our plan would in short differ from H.R. 4700 in that it would— 

(a) Be administered by private industry, not by the Government. 

(db) Be accepted by the beneficiary as a voluntary action and not through 
legislation. 

(c) Allow doctors to set their own fees and not be controlled by the Gov- 
ernment but rather by the recommendation of their own medical association. 

(da) Be financed without additional social security taxes or Government 
aid. 

(c) Make its benefits available to all older persons, not OASDI recipients 
only. 

The most apparent objection to our plan is the question of finances. It might 
be said, “The elderly person would not be able to afford the monthly premium.” 
We desire to answer this objection by stating that to us this statement involves 
two distinct and separate concepts: one, the socially compelling one of making 
available to all elderly persons the best possible medical protection at the lowest 
possible price; and the other, the question of dollars. 

Very definitely to deny to all the first because of the second, affecting a seg- 
ment only, seems to us faulty reasoning. The granting of additional benefits is 
itself a granting of dollars. Does not the real issue concern itself, on the one 
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hand, with dollars to be spent by the recipient according to his choice, wise or 
otherwise; and, on the other hand, dollars allocated and earmarked for his use, 
the choice determined for him and not by him? 

We certainly maintain that the individual citizen, with proper advice, is 
capable of budgeting his income and allocating his resources to meet the neces- 
sities of living, including payments for his own health care. If the Government 
maintains that the elderly person is not competent to provide for his health 
eare, would not the Government be justified also in believing him equally deficient 
in his ability to budget for food, for rent, for clothing, and the other necessities 
of life? To compel the elderly citizen to accept an additional outlay of dollars 
in the form of required benefits is to deny him the American right of free choice 
and the freedom of independent action. 

There are other minor objections that can be raised. 

You may say, “People who most need protection might not join the plan.” 
Industry has taught us that with proper education as to the value of such 
protection it can expect an excess of 90 percent participation. Success in our 
own NRTA and AARP plans indicated that the trusteeship can be justified 
in anticipating similar results. 

In summary, our proposal rests upon certain basic assumptions, which we 
hope you too will accept: 

1. Health protection is an essential to a satisfying way of life. Once a luxury, 
it is now regarded as a necessity in the same category as food, clothing, and 
shelter. 

2. It is the responsibility of society to make available to every older person 
desiring them the best and the least expensive types of medical protection, 
whether that person is or is not an OASDI beneficiary. 

3. While we fully grant that it is the obligation and the responsibility of 
society to supply the essentials for life to those not financially able to furnish 
them for themselves, we also maintain that the function of Government is to 
do for the individual only that which he cannot do for himself. In the words 
of Abraham Lincoln, “In all that the people can do individually as well for 
themselves, Government ought not to interfere.” 

We can look with confidence to the action by the trusteeship, taking into 
consideration these well-established facts : 

1. The total medical cost of an elderly person will average approximately 
$200 a year. 

2. The hospital-surgical-nursing home care, as estimated by HEW, will aver- 
age $72 a year, approximately one-third of the total medical cost. 

3. The protection under H.R. 4700 or any other program planned upon its 
specifications will absorb only one-third of the total medical cost, although 
almost 100 percent of the cost of the hospital-surgical nursing home care. 

4. There will therefore remain for the older person the necessity to provide 
the money to care for the remaining two-thirds of the cost of his medical care, 
or $10 per month, or $120 per year over and above that assumed by the provisions 
of H.R. 4700 or any other plan patterned upon its specifications. 

5. The trusteeship recognizes its opportunity, through its vast participation, 
of the protection it offers, its ability to level out for every beneficiary the wide 
range of possible hospital-surgical-nursing home costs, basing its protection 
upon the statistical fact that only 14 percent of those persons over 65 will be 
likely in any one year to incur such costs. This is the well-accepted principle 
now protecting over 100 million American citizens. 

6. With a limited percentage of coinsurance, and through the elimination of 
the high cost of member acquisition, savings on collection cost, the trusteeship 
will find it possible, as do certain large group cases in industry today, to pay 
out 95 cents of the premium dollar, keeping administrative costs below 5 percent. 
This is a savings in excess of 25 percent from the usual 60 to 80 percent payout 
per premium dollar in claim payments. 

7. The trusteeship will then find itself in the position of offering to all per- 
sons over 65, on an optional basis, for a premium of $6 per month, coverage 
as follows: 

Hospitalization.—60 days of coverage: Ist 15 days at $25; next 15 days at 
$20: next 30 days at $15. 

Skilled nursing home care.—60 days of coverage: 1st 30 days at $7.50 per day; 
next 30 days at $5 per day. 

Surgical benefits—The surgical benefits could be patterned after a relative 
value schedule recently adopted by the California Medical Association whereby 
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they have agreed to accept 60 percent of their normal listed fees in full payment 
for persons over 65 with modest incomes. Included also are the fees of the 
anesthetist and assistant surgeons. Full payment would be provided for those 
persons going to a participating surgeon who has agreed to abide by scheduled 
amounts. In the event a person determines to go to a nonparticipating surgeon, 
he would receive the cash allowance provided and deal with his surgeon per- 
sonally. 

8. The trusteeship looks hopefully toward the day, when once having solved 
the large problem of hospitalization-surgical-nursing home care, it can follow 
the example of industry and labor and gradually extend its economic protec- 
tion to the other two-thirds of the elder person’s medical budget—namely, medi- 
cal visits, surgery, drugs, dentistry, appliances, ete. 

The fundamentals of our program are simple: 

1. Provide a prepaid budget health protection program to be offered at minimal 
cost, on a voluntary basis; 

2. Provide a simple withholding mechanism of premium payments by deduc- 
tion from the social security warrant for OASDI recipients, upon request; and 

3. Educate our elderly population to the value of benefits of voluntary par- 
ticipants under this protection. 

This is therefore our request—that your committee facilitate the premium 
collection by the proposed trusteeship through the iniation of legislation that 
would authorize the Social Security Administration to withhold the premium 
cost from the monthly payment of those social security beneficiaries requesting 
such a convenience. 

By this action, your committee will immediately set in motic. over the entire 
land a program of medical security for the elderly—simple, speedy, economical, 
serviceable, American. It will permit, through the flexibility of the trustee 
ship’s administration, a periodical adjustment, through the years, and so pro- 
tect the retirees of the future as well as the retirees of today. While our pro- 
posal may not meet the absolute goal of the various groups represented at these 
hearings, it would, in our opinion, be acceptable as a constructive forward step 
in providing the health protection needed by our elderly, and long overdue. 
It would translate years of discussion and dissension into immediate and salu- 
tary action. 

In conclusion, we recommend that your committee refer our proposal to an 
ad hoe subcommittee to which we gladly offer the services, personnel, and 
statistical data of our association in developing its possibilities. 


Senator McNamara. Thank you very much. It is very interesting 
to have that testimony. We will look into your proposed program 
you may besure. Thank you very much. 

Our hearings will continue at 10 o’clock tomorrow morning. This 
hearing is adjourned. 

(Whereupon, at 12:15 p.m., Monday, April 11, 1960, the committee 
adjourned, to reconvene at 10 a.m., Tuesday, April 12, 1960.) 
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TUESDAY, APRIL 12, 1960 


U.S. SenaTE, 
SUBCOMMITTEE ON PROBLEMS OF THE AGED AND AGING, 
CoMMITTEE ON LAzor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to recess, in room 4232, 
Senate Office Building, Senator Pat McNamara (chairman of the sub- 
committee ) presiding. 

Present : Senators McNamara and Brunsdale. 

Also present: Representative Aime J. Forand. 

Subcommittee staff members present : Sidney Spector, staff director, 
and Harold Sheppard, research director. 

Committee staff members present: Stewart E. McClure, chief clerk; 
Michael Bernstein, minority counsel; and Raymond Hurley, minority 
professional staff member. 

Senator McNamara. The hearing will be in order. 

We have a letter here from Senator Stuart Symington, including a 
statement that he wants to make to the subcommittee, and it will be 
inserted into the record at this point without objection. 

(The letter and statement of Senator Symington follow :) 


U.S. SENATE, 
Washington, D.C., April 8, 1960. 
Hon. PAT MCNAMARA, 
U.S. Senate, 
Washington, D.C. 

DEAR Pat: It is a privilege to send you, as chairman of the Subcommittee on 
the Aged and Aging, a statement on medical care for older citizens, to be in- 
cluded in the transscript of the hearings of your committee. 

Your committee is doing a magnificent job in bringing the facts of this situa- 
tion home to the American people. 

Best wishes in continuing the good work. 

Sincerely, 
STuarRT SYMINGTON. 


PREPARED STATEMENT OF SENATOR STUART SYMINGTON 


Over the last 25 years, American social security has proven itself the most 
equitable and efficient protection against the hazards of old age. Under this sys- 
tem $42 billion has been paid out—and $60 billion has been paid in. The steady 
expansion of social security over the years shows that Americans believe it wise 
to provide, when young and productive, against the uncertainties of old age 
and retirement. 

Today the No. 1 concern of our senior citizens is the heavy cost of caring for 
their health. During the past 12 years, hospital costs have increased 100 percent. 
But the income of persons over 65 has increased only 42 percent—and the in- 
come of the retired even less. Three-fifths of all persons over 65 have incomes 
of less than-$1,000 a year. As their incomes fall well below the rest of us, their 
age places them more at the mercy of disease. They are caught in an economic 
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squeeze; therefore, a sudden illness, a stay in the hospital, can wipe out all of 
their long-accumulated savings. 

Surely we all agree that a person who has saved during his working years 
should be able to face illness later without turning to charity. I believe the 
proper way to insure this is through the mechanism of social security. 

I wholeheartedly endorse the basic principles of the Forand bill. Nothing 
in this bill would affect the American system of free medicine. This plan 
deals only with how medical bills are paid. The doctors, the hospitals, the 
nursing homes, the way medical care is provided—they are all left alone. Pa- 
tients would have as much free choice as they do under private health in- 
surance plans, 

Such an extension of social security would be an investment in the future, 
for the benefit of all Americans. It would be an investment in our elderily— 
they could thereby lead more useful and productive lives. It would be an 
investment in our working people—in security for their later years. And, most 
important of all, it would be an investment in our country—for its strength and 
security can be no greater than the strength and security of each citizen. 


Senator McNamara. We have several other statements, varying in 
nature and we will ask that they be inserted into the rec ord at this 


point. 
(The statements referred to are as follows:) 


PREPARED STATEMENT OF Dr. GEORGE BAEHR, CONSULTANT TO THE HEALTH IN- 
SURANCE PLAN OF GREATER NEW YORK AND TRUSTEE AND FORMER PRESIDENT OF 
New YorK ACADEMY OF MEDICINE 


I should like to resubmit a copy of the testimony on prepayment for hospital 
services required by retired persons over 65 years of age which I presented at 
the public hearings of the House Committee on Ways and Means on July 16, 
1959. I hope that the factual data contained in that statement may be re- 
printed in the minutes of the Senate subcomittee. As stated at that time, I 
am thoroughly convinced by my experience that prepayment for the hospital 
services required by the aged will never be possible through voluntary insurance. 

There are several good reasons for this opinion. The Secretary of the De- 
partment of Health, Education, and Welfare reported last year that there are 
more than 1,000 insurance carriers in this country who sell so-called volun- 
tary health insurance. Each of these 1,000 or more carriers offers a variety of 
health insurance policies, varying from mere token benefits of negligible value 
up to comprehensive coverage. No two policies of the numerous companies are 
identical in benefit coverage and cost. 

Group insurance—To make matters worse, the intense competition for busi- 
ness has persuaded the carriers to offer experience ratings to insured groups. 
This enables them to siphon off the preferred risks, the people who, because 
of their youth, are less apt to become ill. Virtually all insurance carriers will 
seale the premium costs of their policies up or down depending on the annual 
utilization rate of each of the thousands of insured groups. Such variable costs 
are determined by the age and sex composition of each group. This almost 
universal practice of experience rating results in higher insurance rates for 
groups which include older employees and lower costs if older workers are ex- 
cluded from employment. 

As a résult, an utterly confused picture now exists throughout the insurance 
field which renders it impossible for voluntary insurance to devise an equitable 
method of accumulating earmarked reserves during the wage-earning years of 
the employed population of the country with which to pay the high costs of 
hospital care for older people after retirement. Furthermore, people often 
change from one employer to another during their working years and hence 
leave one kind of health insurance coverage for another with perhaps very 
different benefits. It is, therefore, impossible to imagine how the costs of 
hospital care for the aged, which is three times greater than for the rest of 
the population of the country, can ever be prefunded by 1,000 voluntary insurance 
earriers during the worker’s years of employment so that it may be paid out 
later in life when the retired worker is no longer employed. 

Individual insurance.—The situation with individual insurance is even worse 
than with group insurance. Individuals who purchase some kind of health 
insurance or other because they read about it in a newspaper advertisement, 
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or heard about it over the radio or television, or were persuaded to subscribe 
by an insurance agent, do not know that up to 50 percent of the premium 
dollars of individual health insurance may be absorbed by insurance companies 
for operational expenses, advertising, and other acquisition costs. Individual 
health insurance resembles term life insurance in that it does not lend itself to 
prefunding of higher costs in the later years of life after retirement. 

There is, therefore, no way of prefunding the high costs of hospital care for 
the aged except by a universal method such as the social security system. It is 
the only uniform method which can spread the risk throughout the years of 
gainful employment among the population of all ages, so that money may be 
available on retirement to provide a paid-up policy in later life when it is most 
needed. 

The insurance industry and our medical societies are united in opposing any 
extension of social security benefits to the aged, which would provide them 
with hospital or medical insurance. One of the arguments is that most of the 
aged already have voluntary insurance and, therefore, do not need social security 
protection. To support this contention, the Health Insurance Institute, which 
is supported by the commercial insurance companies, has recently published a 
widely quoted statement that 65 percent of the U.S. population over 65 years 
of age who need or want this protection have health insurance coverage. This 
misleading statement is being widely reproduced in medical society publica- 
tions. The joker is in the fine print: “who want this protection.” 

To obtain such a surprising statistic it must include people over 65 who are 
still employed and are covered by private plans, and it must include millions 
of old people who can only afford a niggardly health insurance policy whose 
benefits are almost worthless according to any reasonable standards of pro- 
tection. 

In compiling their remarkable estimate, the Health Insurance Institute must 
also have assumed that retired people over 65 whose annual incomes are less 
than $1,000, and those with annual incomes of less than $2,000, do not have 
health insurance protection because they do not want it. Two-thirds of the 
11 million aged now on social security have incomes at or below the minimum 
subsistence level. It is small wonder that they do not want to buy voluntary 
health insurance, for any insurance policy which provides reasonably adequate 
sickness benefits at their age would take at least 10 percent of their meager 
income. 

I have been identified with the only medical care insurance plan (HIP) which, 
together with Blue Cross, permits everyone enrolled in the plan to continue to 
enjoy unlimited comprehensive hospital and medical coverage after they retire 
at age 65 or later, without any reduction in benefits whatever. In spite of the 
fact that all are urged to continue in the plan because of their greater potential 
need, 60 percent of the aged find it impossible to continue to pay the premiums 
out of their limited retirement incomes. 

I am, therefore, convinced that there is only one way to provide prepaid 
hospital care for the aged—by additional social security contributions made by 
workers (and their employers) throughout their years of employment. 

I emphasize hospital and nursing home care because it represents the greatest 
need of old people and the highest cost. Although I would limit the insurance to 
these benefits, I would strongly urge the inclusion of diagnostic and laboratory 
services before admission to a hospital. The availability of ambulatory diagnos- 
tic and laboratory services before admission will serve to reduce unnecessary 
hospitalization, provided, however, that the diagnostic and laboratory services 
are done at the hospital to which application has been made for admission. 


PREPARED STATEMENT OF THE AMERICAN DENTAL ASSOCIATION 


This statement is confined to the recommendation contained in the subcom- 
mittee’s report of March 25, 1960, concerning legislation to expand the social 
security system to include health benefits for all persons eligible for OASDIT. 
The most widely publicized bill of this nature currently pending before Congress 
is the so-called Forand bill, H.R. 4700, to which reference is made for convenience 
throughout the remainder of this statement. 

Although it is recognized that dental care is a small part of the total health 
care benefits specified in H.R. 4700 and similar bills, such proposals have far- 
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reaching implications for members of all health professions, as well as others 
interested in the Nation’s health. There is justifiable concern over the real 
probability that once this type of program is enacted, it will be extended progres- 
sively to include comprehensive care for larger and larger segments of the popu- 
lation. 

Accordingly, the American Dental Association is concerned both with the 
dental aspects of such proposals and, more importantly, with their broad implica- 
tions regarding the future roles of voluntary groups and the Government in 
providing health care to the American public. 

The American Dental Association believes firmly in and has adopted as a part 
of its official policy the principle that “dental care should be available to all re- 
gardless of income or geographic location.” Over the years, and to an ever- 
increasing extent during the last two decades, the majority of the programs and 
activities of the association and its State and local subdivisions have been dedi- 
cated to the accomplishment of this objective. 

The dental profession is fully aware of the dental care problems not only of 
aged people but of people in other segments of the population as well. Organized 
dentistry is working vigorously, as are other voluntary organizations, to find the 
solutions for these problems. 

However, at the present time, there is no assurance that the introduction of a 
drastic and irreversible system of federally sponsored health care such as that 
proposed in H.R. 4700 will produce the desired result. On the contrary, there is 
much evidence that it will not. Much additional exploration is needed before 
the Government will be justified in embarking upon a venture so costly and so 
uncertain. 

Traditionally, the Government has not and should not assume a major role 
in the provision of health care to the public at large. Up to now, its direct 
participation has been limited to those situations in which there has existed 
a responsibility for or special relationship between the Government and the bene- 
ficiaries. Such a responsibility or relationship exists, of course, between the 
Government and needy individuals covered under public assistance programs or 
between the Government and its military personnel or veterans. 

H.R. 4700 and similar bills, however, represent a concept that is a marked 
departure from previous policy. That proposal would place the Government 
in the position of providing health services to a large segment of the popula- 
tion, including a substantial number of persons who have no special relation- 
ship to the Government and who are not in need of financial assistance. 

It is believed that once the Government embarks upon a program of this 
kind—providing health care to a segment of the general public without regard 
to need—it is reasonable to expect that eventually the entire population will be 
included. The dental profession is concerned that such a consequence is in- 
herent in H.R. 4700 and similar bills and that it would be to the ultimate detri- 
ment of both the recipients and the providers of health services. 

Simply, and frankly, the dental profession is greatly disturbed over the very 
real probability that programs of the type embodied in H.R. 4700 may be ex- 
tended until the Government becomes the sole purchaser of all health services. 
The doctors of dentistry in this country with good reason are concerned that 
under the domination of one giant consumer, there will be a loss of the in- 
dependence and integrity that characterize and are essential to the acceptable 
practice of any profession. 

As lawmakers, the members of this committee are well aware that in in- 
dustrial life, when one business concern devotes its entire production to one big 
consumer, the former soon loses its independence and is placed under the com- 
plete dominance of the latter. Ultimately, the identity of the purveyor is 
merged indistinguishably with that of the purchaser. 

In the case of practitioners of the healing arts, such a condition cannot help 
but result in an encroachment upon the professional judgments that must be 
made in the best interests of patient care; it cannot help but destroy the in- 
dependence of professional judgment that has produced unequaled excellence in 
dental and medical treatment and care in this country. 

The dental profession is confident that there are means of putting adequate 
health care within the reach of all those in need, including the needy aged, with- 
out resort to a system that we are sure will lead to a crippling of private pro- 
fessional practice, and in turn to a lowering of general standards of health care. 
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NEEDS OF THE AGING 


The association recognizes that there may be a serious problem involving 
many of this country’s older people. The association does not, however, agree 
with the assumption that the number of aged persons unable to meet the costs 
of their health care needs approximates the number who would be entitled to 
receive hospital and surgical care under the provisions of H.R. 4700. 

Nor does the association agree that the primary need of all aged persons is for 
the kinds of health care specified in the bill. In this connection, there is much 
evidence that many of the problems of the aged stem from environmental and 
social factors rather than physical health factors. 

There is a growing belief that it might be highly desirable to initiate a broad 
educational program to teach the aging how best to utilize their longevity. Many 
believe that a prime need of the aged is for ordinary housing, or housing with 
a minimal amount of attendant care, and that it would be foolhardy to fill the 
already overcrowded hospitals and nursing homes with persons who do not re- 
quire intensive and costly hospital and nursing home care. 


EFFECT ON EXISTING FACILITIES 


Moreover, there has been no finding, to our knowledge, of the effects which 
inauguration of the pending proposal will have upon the availability of health 
services to segments of the population other than the aged. Experience with 
similar plans in other countries clearly shows that where health facilities and 
services are provided to persons entirely free of any cost, there is a normal ten- 
dency toward excessive utilization of those facilities and services. 

There is a grave question as to whether existing health care facilities and 
manpower can deliver the services envisioned in H.R. 4700 and continue, at 
the same time, adequately to serve the millions of people who are in need of 
hospital and surgical treatment but who do not meet OASDI requirements. Are 
there enough hospital beds, physicians, dentists, and nurses to accommodate the 
aged in hospitals to the extent and in the manner contemplated in the bill, 
without displacing others equally in need of care? These questions should be 
answered before rushing headlong into the proposed program. 


EFYECT ON OTHER AGE GROUPS 


In Britain, the national health plan dental program was instituted despite the 
fact that there was a shortage of dentists; the result has been overemphasis 
upon treatment of adults at the expense of children. 

The primary interest of the dental profession in the consideration of dental 
care programs for any group is dental care for young age groups where dental 
diseases can best be prevented and controlled. 

In the early and regular care of the deciduous teeth and the first 8 years of 
the permanent dentition, dentistry can make its maximum preventive contribu- 
tion to the oral and general health of the individual. Dental care during this 
period involves a relatively simple and limited scope of procedures which re- 
quire much less operating time than is involved in adult care. The cost of 
providing essential dental service for children is, according to present estimates, 
less than one-half of the cost of providing essential dental service for adults. 
Children’s programs properly administered permit the correction of dental defects 
as they occur and prevent an accumulation of dental need. A generation of 
children who have had good dental care will reach adulthood with an apprecia- 
tion of good dental health and an interest in maintaining their dental health. 
It follows, too, that their adult dental care will not be a financial burden to 
them. 

With the existing shortage of practitioners, it would seem unwise to introduce 
a program which, by concentrating care on the aged, might cause serious im- 
balance in the availability of care as between age groups and result, as it has in 
England, in a lowering of general dental health standards. 


PRODUCTIVE GOVERNMENT PROGRAMS 


It would seem much more prudent for the Government to make its contribution 
toward programs which eventually would benefit all segments of society. These 
would include, among others, grants-in-aid for construction of dental and medical 
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schools ; support for fellowships, training programs, scholarship programs and, 
of utmost importance, dental and medical research projects. 

In the long run, the most effective solution to the dental health problem lies 
in the area of preventive dentistry. The association has consistently urged the 
Congress to provide increased funds for dental research. It has only been in the 
last 3 years, however, that realistic appropriations have been made by the 
Federal Government for this important purpose. As a result, there is now 
the beginning of a flourishing and productive program of dental research being 
conducted in schools and other institutions throughout the country, as well as 
at the National Institute of Dental Research. The contributions which these 
programs are making toward improvement of the dental health of all the people 
are unparalleled in importance. 

One danger inherent in the advancement of proposals such as H.R. 4700 is 
that the Federal Government will be under such heavy pressure to finance 
treatment programs that progress in other fields such as research will suffer 
not only from lack of funds but from the diversion of manpower from research 
activities to professional practice. This backsliding has occurred in England 
and could occur here. 


EXPERIENCE WITH GOVERNMENT PROGRAMS 


It is helpful but not necessary to look to foreign countries for examples of 
what usually happens when the Government engages directly in the provision 
of health care. There are domestic examples close at hand. Ordinarily there is 
a pattern in these things. First, the Government overcommit. itself; it promises 
more than it can deliver. Second, costs are underestimated. Third, Government 
fiscal authorities become unhappy. Fourth, appropriations are curtailed. Fifth, 
services and/or fees for services are cut—usually by laymen having an eye on 
the budget rather than on adequacy of care. Sixth, many practitioners with- 
draw from the program. Seventh, freedom of choice evaporates. Eighth, quality 
of care degenerates and patient-beneficiaries become dissatisfied and disillusioned. 

The Veterans’ Administration program provides a case in point. Shortly 
after World War IT, the Veterans’ Administration outpatient dental care program 
was providing treatment to thousands of veterans. Almost 85 percent of the 
care was rendered by dentists in private practice under the so-called hometown 
program. During the period between 1947 and 1952, the Congress appropriated, 
on the average, about $35 million each year for the hometown dental program. 
During this period, nevertheless, there was a progressively expanding backlog of 
applications for treatment caused solely by inadequate funds. 

Despite the fact that many veterans entitled to dental care could not obtain 
that care under the hometown program, Congress reduced the fiscal 1953 ap- 
propriation for hometown outpatient dental care substantially, the House Ap- 
propriations Committee indicating in its report that “medical and dental fees are 
too high.” (H. Rept. No. 1517, 82d Cong.) Actually, the fee schedule for the 
Veterans’ Administration program was significantly lower than fees charged 
generally by dentists. 

For fiscal 1954, the Congress not only retained the appropriation for the 
veterans’ outpatient program at the 1953 level but inserted a rider in the ap- 
propriation act limiting the veterans’ entitlement. 

Finally, with the assistance of the American Dental Association, the Tfouse 
Committee on Veterans’ Affairs recommended a revised program of outpatient 
dental’ care which, in effect, gave wartime veterans the right to one series of 
dental treatment for their service-connected conditions. This was enacted into 
law in 1955. 

Necessarily, the civilian dentists who cooperated completely and willingly in 
the Veterans’ Administration outpatient program at its onset after World War 
II became disillusioned and resentful when it became apparent that Congress 
was unwilling to appropriate funds to provide the dental care to which the vet- 
eran was legally entitled. 

A similar sequence of events has been taking place in connection with the op- 
eration of the Dependents Medical Care Act. 


SUMMARY AND CONCLUSIONS 


The association’s opposition to proposals such as H.R. 4700 is founded pri- 
marily upon long-standing policy that Government sponsorship of personal health 
“are programs is justified only where Government responsibility is clearly shown. 
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Additionally, the abuses which are seemingly inherent in Government-sponsored 
health care programs justify, in the association’s opinion, the intensive opposi- 
tion of members of the health professions to proposals such as that contained 
in H.R. 4700. 

This does not mean that the dental profession is unaware of, or inattentive to, 
the Nation’s health problems. As has been noted earlier, the most critical need 
at the present time in respect to the aged is for more information concerning the 
identification of specific health problems of the aged and methods for solution. 
The American Dental Association supported the legislation providing for the 
White House Conference on the Aging to be held in 1961. The association is 
participating actively in the efforts to make that conference productive of solu- 
tions to the problems of the aging. 

Meanwhile, great strides are being made in inaugurating new and improving 
existing programs by which the bedridden, chronically ill can be given the care 
and treatment they require. Heartening advances are being made in the intro- 
duction and extension of plans to ease the burden of paying for health care. 
Progress in these areas will become even more outstanding within the ensuing 
few years. Every effort is being made to accelerate these activities in order to 
keep up with the advancing number of people in the older age groups. 

We are confident that the needs of the aging will and should be met without 
introduction of a compulsory program of the type proposed in H.R. 4700. It 
should be emphasized that this conclusion was reached only after thorough 
deliberation and study of all the considerations involved including, specifically, 
the plight of aged persons who may not, at the present time, be able completely 
to bear the costs of adequate health care. With due regard for and in full recog- 
nition of the fact that deficiencies may exist in the availability of health care 
for some of our older citizens, the association is convinced that proposals such 
as H.R. 4700 do not offer a practical or desirable solution to the problem; the 
association is equally convinced that there are other, more efficient, more eco- 
nomical programs which can and should be expanded to meet the problem. 

Accordingly, the American Dental Association respectfully recommends that 
the subcommittee disapprove proposals to include health care benefits within the 
social security system. 

A copy of the association's official policy statement on H.R. 4700 and similar 
measures is attached. 


AMERICAN DENTAL ASSOCIATION POLICY ON FORAND PLAN (H.R. 4700) 


Resolved, That the plan for providing personal health care benefits to OASI 
beneficiaries within the Forand proposal (H.R. 4700) and similar bills is in 
conflict with the association’s principles governing Federal support of personal 
health care programs; and be it further 

Resolved, That the council on legislation apply the following restatement of 
principles to testimony on the Forand plan and similar proposals : 

(1) The American Dental Association has recognized that the Federal Gov- 
ernment may justifiably provide health care, or financial support for health 
care, of persons within the following categories : 

(a) Persons in military service for whom the Federal Government bears a 
direct responsibility. 

(b) Veterans of military service to the extent that their dental disorders 
are directly attributable to their military service. 

(c) Persons employed in nonmilitary governmental service, should the Fed- 
eral Government decide to purchase health care benefits from private sources as 
part of the employment contract. 

(d@) Dependents of persons in military and other Government services, should 
the Federal Government decide to purchase family health care benefits from 
private sources as part of its employment contracts. 

(e) Indigent persons through grants-in-aid in support of local and State wel- 
fare health programs. 

The association is opposed to Federal financial support of personal health serv- 
ices for other segments of the population. 

(2) The association is opposed to the use of the OAST program as a device 
for financing personal health care for the following reasons: 

(a) There is no evidence that OAST beneficiaries, as a class, are unable to 
finance their own personal health care. 
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(b) Those OASI beneficiaries who are unable to finance their personal health 
care can be provided for within the local and State welfare health programs 
suported by the existing Federal grant-in-aid contributions. (This is already 
being done, and to an increasing extent under the 1956 expansion of the Fed- 
eral matching grant program for the health care of public assistance recipients. } 

(c) With increasing pressure to have the Federal Government bear greater 
portions of the cost of personal health care from Federal taxes, there is a 
strong probability of an equal reaction against Federal expenditures for public 
health and research activities. The Federal Government has a long way to go 
in these fields. 

(3) The Forand plan and similar measures, in effect, require that partici- 
pating practitioners subscribe to fixed maximum fee allowances. Experience in 
most Government programs of this type illustrates that the following takes 
place: 

(a) The Government soon determines that it cannot afford the realistic 
cost of the services offered to beneficiaries of the Government plan. 

(b) The cost of service is, therefore, held down, or even reduced, at 
the expense of those who provide the services; the Government also pre- 
scribes limitations on the types of services made available to beneficiaries. 

(c) Because the plan is professionally unsound, many practitioners dis- 
continued their participation in the program. 

(d) Finally, the quality of care steadily diminishes to the detriment of 
the beneficiaries. 

(4) The growth of voluntary private health care plans should be encouraged 
by all groups. The program proposed within the Foranc plan and similar 
measures would, in the association’s opinion, seriously interfere with the de- 
velopment of private health plan coverage for the aged and other beneficiaries 
of the OASI program. 

(Adopted by the House of Delegates, American Dental Association, September 
1959). 





















STATEMENT OF Gov. FOSTER FURCOLO OF THE COMMONWEALTH OF MASSACHUSETTS 
TO THE SENATE SUBCOMMITTEE ON PROBLEMS OF THE AGED AND AGING 





I am happy to have the opportunity to place on the record, my strong convic- 
tion that a program of medical care for the aged be established this year by ac- 
tion of the Congress of the United States. 

Massachusetts is particularly concerned with the problems of the aging 
since our State ranks second among the several States in the proportion of 
its people who are aged 50 and over. We are 4th among the States in the 
proportion of people aged 60 and over and, finally, 500,000 people in the Com- 
monwealth—1 in 10—are 65 and over and this number will soon rise to 600,- 
000. My State spends $1 in every $6 in the State budget for programs for the 
aging. 

Although we have done a great deal in providing medical care for the elderly, 
much more needs to be done and the heavy burdens on the limited financial re 
sources of all of the States make it impossible for them to add very much more 
to these burdens. I urge, therefore, that your honorable subcommittee give its 
favorable consideration to legislation such as that advocated by Senator John 
F. Kennedy, of Massachusetts and Representative Aime Forand, of Rhode Is- 
land, to provide a program of medical care for the aging. This program should 
be baséd on the social security principle and should provide medical care to 
the aged as a right rather than as charity. 

I have discussed the principle of medical care as outlined in these proposals, 
with our State commissioner of public health and other leading men in the 
fields of public health and medicine and I am convinced that this plan promises 
to be the one most capable of providing the care for those who most need it 
and will be the most easily and economically administered. 














PREPARED STATEMENT OF Mrs. MAURINE B. NEUBERGER, STATE OF OREGON 





Health protection and care for our older citizens is one of the most pressing 
social problems confronting the American people. 

The U.S. population 65 years of age and over now numbers 15.8 million and 
is increasing at a rate of about 1 million every 3 years. Thanks to medical 
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progress the number of aging is increasing rapidly. In 1930 there were only 6 
million people over 65. The proportion of persons 65 years of age and older 
in our population has almost doubled since 1930. 

Financial protection for old age has long been an official policy of our country. 
Social security was enacted in 1937, railroad retirement legislation still earlier, 
and these provide a cushion for old age. 

The population aged 65 and over spends approximately 50 percent more per 
capita for medical care. The Secretary of Health, Education, and Welfare has 
reported that “the aged spend at least twice as many days per capita in general 
hospitals as the population as a whole.” 

The costs of general medical care for the population as a whole has increased 
far more rapidly than the cost of living. Whereas all items in the Consumer 
Price Index have increased 20 percent from 1948-58, medical care costs have 
increased 43 percent contrasted with a 16-percent increase in food costs, 3 per- 
cent in apparel costs, and 26 percent in housing costs. In the 20-year period 
from 1988 to 1958 the price of hospital care rose almost 300 percent as compared 
with 105 percent for the entire index. 

Despite the greater medical care costs for persons 65 years and older, these 
people have far less income and ability to pay for such care. The primary 
Federal social security benefit on which most persons must rely averages $73 
per month. In 1956 and 1957 three-fifths of all people 65 and over had less 
than $1,000 in money income per year and only one-fifth had more than $2,000. 

In a penetrating editorial entitled “A Challenge That Can’t Be Ducked,” the 
April 16 issue of Business Week magazine has pointed out that the problem 
basically is that the aged are high-cost, high-risk, low-income customers. ‘The 
only way to handle their health problem, therefore, is to spread the risk and 
costs widely. And that can best be done through the social security system to 
which employers and employees contribute.” 

I do not believe that medical care can be provided by private voluntary Blue 
Cross plans or the insurance industry. These are expanding and must play a 
part in the administration of any health care program, but premiums for the 
aged are, as a group, prohibitively high. The only logical way to do this is to 
spread the payments throughout the working life cycle through the social secur- 
ity system. Such a recommendation was made by Life magazine in its editorial 
“Age, Health, and Politics” in its April 25 issue. 

A little over 70 percent of all persons aged 65 and over are now eligible for 
social security benefits. Eventually more than 9 out of 10 will be eligible. Any 
health program should include railroad retirement beneficiaries, and provision 
should also be made for that declining portion of the aged who are not under 
social security, railroad retirement, or some other approved health care program 
for retirees. 

I believe that any plan should include those persons who are totally disabled 
and drawing social security disability benefits which start at age 50. 

Existing nonprofit health carriers should be utilized. The extensive nation- 
wide Blue Cross-Shield system should play an important part in any such pro- 
gram, as well as nonprofit group practice plans such as the Kaiser Health 
Foundation on the Pacifie coast, Group Health Association here in Washington, 
D.C., and others where available. Approved union plans, such as that of the 
United Mine Workers, should also be utilized. 

If profit carriers such as the insurance industry are to be utilized, I recom- 
mend that there be a strict limitation on the profits such carriers may make 
under the program. 

Insofar as possible, participants should have a free choice between several 
health care plans. Patients should have the right to select their doctors and 
hospitals, and payments for health care could be channeled through private and 
existing health care plans. 

Health care for the aged is a problem Congress should deal with this year, 
and I strongly urge the enactment of legislation in this field to enable our senior 
citizens to obtain the health coverage they so urgently need. 


Senator McNamara. We expected to have Senator Humphrey as the 
first witness this morning. He made a request that he be heard first, 
but he is not here now. 

Our next witness is Congressman John Dingell of Michigan. We 
are glad to have Congressman Dingell here. Congressman Dingell, 








212 HEALTH NEEDS OF THE AGED AND AGING 


suppose we ask you to start off, and if the Senator comes in and is in 
a hurry, I am sure you will not mind being interrupted. 

Mr. Dineety. Of course not. 

Senator McNamara. I might say for the record that we are glad to 
have Congressman Forand here this morning, the father of the Forand 
bill. We hope he will feel free to participate in the hearing in any 
manner that suits him. 

Mr. Foranp. Thank you. 
Mr. McNamara. Please proceed, Congressman Dingell. 








STATEMENT OF HON. JOHN D. DINGELL, U.S. REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


































Mr. Dineen. Mr. Chairman and members of the subcommittee, 
thank you for the privilege of appearing before you to give my views 
on the hospitalization and medical needs of our elderly citizens and 
possible approaches to meet them. 

No thinking person questions the necessity for vigorous action to 
improve existing programs. Even the Secretary of “Health, Educa- 
tion, and Welfare recognized that grave need exists to improve op- 
portunities for our elderly citizens to secure some kind of medical 

care at a price they can meet from their slender means. The unfor- 
tunate thing is that the administration can find no program to solve 
the problem. 

In 1952, 25 percent of the 12.7 million people over 65 had some form 
of health insurance. In 1959 only 40 percent of 15.3 million people 
in this age group had any form of health insurance. Each year our 
population 65 and over increases by one-third of a million. Existing 
private programs are too costly for their pocketbooks, and the cover- 
ages are too limited to be of real assistance in cases of serious 
illnesses. 

Interestingly enough, one in seven persons over 65 years is 80 or 
older and 28 percent are over 75. Of these persons 65 and over, 
three out of five had less than $1,000 per year income and only one- 
fifth of such persons had more than $2,000 per year in income. Ac- 
cording to the Federal Reserve Board only 45 percent of the spending 
units headed by a person 65 or over had as much as $560 in liquid 
assets. Only 35 percent of such spending units had $2,000 or more 
in liquid assets and only 11 percent had $10,000 or more in liquid 
assets. The median income of couples 65 and over was $183 per 
month, with only half of these people having as much as $900 a 
year income outside of social security benefits, which could not be 
expected to continue without reduction in the foreseeable future. 
Certainly, this proves collective inability to pay for serious illnesses or 
expensive hospitalization and surgical insurance at, say, the usual 
rate of about $150 or more a year, “which happens to ‘be the rate that 
insurance companies would have to charge to at least meet the need 
of the persons in this group. Further proof of this can be seen in 
the fact that so few of our aged have any meaningful medical 
insurance. 

I might add that also very few of our aged have any medical in- 
surance which will really meet their grave needs for p ee hospitali- 


zation and health care in the event of serious disa ility or chronic 
illness. 
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The median net worth of retired couples is $9,620 but only half 
of the retirees had as much as $1,580 in liquid assets. The balance 
was usually equity in a modest home of about $8,360. And usually 
this home had been in the process of being paid for for 15 or 20 years. 

Of persons 65 or over, 70 percent are eligible for social security 
coverage and by 1980 80 percent will be eligible. By the year 2000 
coverage will be close to 100 percent of our population. 


HEALTH STATUS OF THE AGED 


Let us now direct our attention to the health status of persons over 
65. They have twice as much restricted activity as others, three 
times as many total days of disability and three times as much hos- 
pitalization as other classes in the population. They have twice as 
much suffering from acute conditions and six times as much limita- 
tion of activity due to chronic conditions. The only medical need 
in which they fall below the general population is in dental care, since 
most have lost their teeth long ago. 

Only 3 percent of the popul: ition had no medical costs in 1959, and 
the median cost of couples receiving some hospitalization was $140 for 
those insured and $700 for the uninsured. Even of those with an 
income under $1,800, only 48 percent had medical bills under $100, 
and 10 percent had medical bills of $500 or more. Significantly, 7 
percent of those with an income of $600 per annum or less had bills 
of $500 or more. 

And I think this is perhaps the real reason for the need of legisla- 
tion of the type offered by my distinguished colleague from Rhode 
Island, Mr. Forand. 

Private programs have been tried and found wanting since they 
were first instituted, and have been unable to meet the needs of hos- 
pitalization of our senior citizens. Hospital and medical care costs 
have risen much faster than other living costs. 


USE OF SOCIAL SECURITY MECHANISM THE ONLY APPROACH 


What is to be done to meet these needs?) The only possible approach 
is legislation providing within the social security system an adequate 
program for hospit: alization, nursing home and surgical care along the 
lines of the Forand bill, H.R. 4700 or my identical bill, H.R. 5923. 

I point out that none of these measures are, as they are falsely char- 
acterized by the AMA, socialized medicine. Certainly they are com- 
pulsory in the sense that anyone covered by social security has de- 
ducted his payroll tax. I know of no worker who would be covered 
who objects to that method and certainly know of no retiree who does. 
Under the Forand bill the cost is financed by a tax of one-fourth of 1 
percent of payroll up to $4,800 on both employ er and employee and by 
a tax of three-eights of 1 percent on the income of the self-employed 
up to the same amount. For this, under the Forand bill and under 
H.R. 5923, my identical bill, the retiree would receive each year up to 
60 days of hospitalization, and nursing home care up to a total of 120 
days, less the number of days of hospitalization, as well as such sur- 
gery and medical care as is ordinarily furnished by hospitals to their 
bed patients. The total yearly cost would be about $1 billion or one 
five-hundredths of the gross national product. 
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I think we should observe and take notice of this billion dollars 
since it is only a small percent of the gross national product. 

Not only that, the gross national product will increase at a rate of 
$15 billion so there will be more than enough of new income coming 
into the economy each year to satisfactorily cover a proposal of the 
type offered by my colleague, Mr. Forand. 

It would be less than is spent on cigarettes or whisky by Americans. 
Certainly, if we can spend this amount of money on whisky or on 
cigarettes, I think we can afford a little bit to take care of the needs of 
the old folks. 

Under my bill H.R. 3897 the social security recipient would simply 
receive up to 60 days hospitalization each year, and no increase in the 
contribution rates 1s proposed. I am confident this can be done with- 
out impairing the financial integrity of the trust fund. 

I point out here to the Chair that at the time I introduced this bill, 
I was advised that the cost of H.R. 3897 would be below the amount of 
the actuarial allowance for determining whether a fund is sound and, 
accordingly, I included no financial features in this bill. I was ad- 
vised of this by the chief actuary of the social security system and I 
now understand there has been some change in their computations 
on this. 

Plans which do not include the general program of hospitalization 
within the social security system are open to grave question as to 
efficiency or propriety. The reason is simple: To directly appropri- 
ate money from the general fund for such treatment where it can 
be handled within the structure of the social security insurance sys- 
tem would be unwise, disregard the insurance principle, and burden 
the general taxpayer for something better handled by a payroll tax 
within the structure of the social security system. Payment to the 
insurance industry by the Government would be a subsidy and so- 
cialization of the insurance system and I think that since the in- 
surance companies were so definitely opposed to socialism, perhaps 
we must protect them against that. 

This does not negate the need for Federal action to establish a 
program to cover those receiving old age assistance grants from the 
State and Federal Government. 

I think we could take some action to do this and not, as some do, use 
this as an objection to the Forand bill. I certainly would support 
a measure of this kind and I am sure my colleague from Rhode Island 
would, too. 

Private plans cannot meet the need because the very limited means 
of persons drawing social security benefits precludes at least 50 percent 
of the recipients from being able to afford anything more than the most 
immediate necessities of life, and certainly excludes costly hospitaliza- 
tion programs of the sort really required to meet needs of the aged. 

It ill behooves the administration to shilly-shally around as we 
saw them doing yesterday in this committee, and to come forward 
with no program at a time when its own studies and cabinet officers 
pronounce the need is pressing. 

I would recall for the committee and for my colleagues in Con- 
gress that on more than one occasion the Health. Education, and Wel- 
fare Secretary has come out and stated there is a grave need for a 
program to meet the medical needs of our elder citizens. 
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It would seem that the President, who is probably the No. 1 recipi- 
ent of socialized medicine and cradle-to-the-grave security in the 
United States, could do something constructive here instead of oppos- 
ing the provisions of the Forand bill and similar legislation. The 
question involved is not whether we favor the misnomer “socialized 
medicine,” the question is only are we for or against hospitalization 
for the aged and infirm who have no other hope of meeting their 
needs except through enactment of a measure like the Forand bill. 

Thank you very much. 

Senator McNamara. Congressman, we are very glad to have you 
here. We know not only of your work in this area, but your father 
practically made it a lifetime career before you. 

Are there any questions ¢ 

We see Senator Humphrey is here and we want to thank you for 
being here this morning. We understand you have to get away early 
and will try to arrange the questions and comments accordingly. 


STATEMENT OF HON. HUBERT H. HUMPHREY, A U.S. SENATOR 
FROM MINNESOTA 


Senator Humpnrey. Thank you very much, Mr. Chairman. 

First, I want to express my thanks to the chairman and subecom- 
mittee not only for the opportunity of appearing at this hearing, but 
for the splendid work that the chairman and the subcommittee have 
already undertaken and accomplished in the field of the problems re- 
lating to the care of our senior citizens. I believe that the work of 
this subcommittee has done a great deal to guide the thinking of the 
Congress in all of these matters of legislation concerning the care of 
our senior citizens. 

Mr. Chairman, I am particularly pleased to see Representative 
Forand here this morning and I am grieved to read the announcement 
of recent date that he would not seek reelection. I might say that the 
most popular man that I find in America today amongst people who 
are thoughtful and are concerned about their fellow human beings is 
Congressman Forand and it is a justly deserved tribute to you, Con- 
gressman. You have pioneer ed in this area and shown the way, and 
I believe those of us in Congress who have followed in your wake, so 
to speak, owe you a great debt of gratitude and appreciation. 

There is only one other man that I can think of that has consistently 
joined 1 in this same great effort and that is our own colleague here in 
the Senate, Senator “Mur ‘ay who, for years, has been advocating the 
extension and improvement of our social security system in the health 
field. Of course, the father of the Congressman from Michigan, Mr. 
Dingell, whom I had the privilege of knowing when I first came to 
the Senate, was another one of those pioneers. Both he and Senator 
Murray took a great deal of abuse in earlier days for their efforts to 
improve medic: I care but I noticed it did not seem to affect them par- 
ticularly. Peoplestill placed their faith and trust in them. 

When I first came to the Senate I joined in Senator Murray’s amend- 
ment to the Social Security Act which would have provided for hos- 
pitalization under social security for those who were to be the recipi- 
ents of old-age and survivors insurance. 
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Since that time social security has been greatly expanding i in its 
coverage. I believe I am correct in saying that about 8 out of 10 
wage earners are covered under social security and I think that in 
time it will be pretty much universal. It well ought to be. 

We also now have arrangements for the self-employed to be covered 
as the Forand bill indicates. 

Mr. Chairman, I appreciate this opportunity to testify in support 
of legislation to help in meeting the urgent health needs of our older 
citizens. This subcommittee is to be congratulated for directing at- 
tention to this crucial problem. Your hearings and reports make a 
wonderful contribution to public understanding of the needs of our 
older citizens. 

We are now in the 25th anniversary year of social security, a pro- 
gram which has paid tremendous dividends in human welfare and 
human dignity for American citizens by making many welfare bene- 
fits a matter of earned rights rather than a matter of charity. 
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AGED A MORAL CHALLENGE 


The conscience of our affluent society must now face up to the 
moral challenge presented by the health care needs of our senior 
citizens. This is a human problem. It involves our fathers and 
mothers, our grandparents and ultimately, of course, ourselves and 
our children. This is a human problem we cannot—and should 
not—sweep under the rug. We have the resources and the time-tested 
method of social insurance to meet this challenge successfully. 

Last year—as in the 85th Congress—I introduced legislation to help 
meet this problem. My bill, S. 1151, would provide insurance against 
the costs of hospital and nursing home care through the social security 
mechanism. Similar in intent and purpose to the legislation of Con- 
gressman Forand—it would add these benefits to those already pro- 
vided through old-age and survivors insurance : 

(1) Up to 60 days of hospital care, with subsequent nursing home 
care, if necessary, up to a combined total of 120 days in any year. 

(2) All hospital servic es, drugs, appliances, and other care ordinar- 
ily, furnished to patients in semiprivate accommodations. 

(3) Upon certification by a physician, freedom to choose any hos- 
pital that can admit them, and which has previously contracted with 
the Secretary of Health, Education, and Welfare to furnish such 
services—except tuberculosis and mental hospitals. 

(4) Similar freedom to choose nursing home service, including 
skilled nursing care, related medical and personal services, and accom- 
panied bed and board provided by a licensed nursing home operated 
in connection with a hospital or in which a medical doctor directs the 
care. 

This program of hospital and nursing home insurance can be fully 
finatred by an increase in the present social security tax of one- 
fourth of i percent for employers and workers and by an increase of 
three-eighths of 1 percent be self-employed people. 

In this way, with the wonderful tool of social insurance, we can 
pied the heavy health care costs of old age over an entire lifetime of 

earnings instead of demanding that our senior citizens use up their 
meager savings just at the time when their income is barely enough for 
the simple necessities like food and shelter. 
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Just think for a moment about the heart-rending problems of the 
average retired couple trying to struggle along on $1,440 a year— 
and the Dep: utment of Health, Education, and Welfare tells us that 
it costs at least $2,300 a year for a couple to live by themselves in a 
modest fashion—w ithout luxuries. 

And the average individual with social security benefits receives 
only $72a month. That is scarcely luxurious living. Let us consider 
the desperate situation facing 1,300,000 aging widows who must try to 
exist—I can hardly call it living—on average insurance benefits of $56 
a month. 

The budget-shattering impact of unexpected hospital costs creates 
terrible anxieties and hardships for these people. Three out of every 
five men and women past 65 have no protection against hospitaliza- 
tion costs. A survey published last year by the Health Information 
Foundation showed that half of the people over 65 without health 
insurance could not afford it or were denied coverage. 


AGED ARE POOR INSURANCE RISKS 


Insurance companies have taken steps to cover a large proportion 
of our older citizens in their private health care plans. These efforts 
are indeed praiseworthy, but it is clear that the greater health care 
needs and the lower income of aged people do not make them good 
insurable risks for private carriers. Either the private insurance 
company must raise its premium to a prohibitive level for low-income 
pensioners, or the company must impose such restrictions on benefits 
that the value of the coverage and protection is too small in compari- 
son to the need. 

A workingman in his earning years usually can take advantage 
of group hospitalization, but when he retires, his income goes down 
drastically, his right to group coverage in hospital insurance plans 
is often lost, and the cost of private health insurance is often com- 
pletely out of reach. 

Thus, our older people past 65, who use more than twice as much 
hospital care as the rest of our fellow Americans, find that increased 
health needs and lower income create terrible financial worries and 
anxieties when hospital or nursing home care is necessary. 

As my friend, Prof. Wilbur Cohen, told this subcommittee last 
year: 
These are the people who as they need hospital care, even though they are 
receiving social security, must ultimately apply for public assistance to supple- 
ment their social security to pay for this hospital care; or not receive hospital 
care; or borrow money; or receive it from relatives or friends; or get free 
care in some way from the communities. 

There are many doctors who provide free services. There are many 
free clinics and free hospital rooms for indigent patients. Through 
public assistance programs we spend hundreds of millions of dollars 
for medical care through our city, county, State, and Federal Gov- 
ernments. And, of course, children and grandchildren and other 
relatives bear many costs of medical and hospital bills during emerg- 
encies. ‘ 

But who will ever know how many aged citizens have suffered, 
even died, because they were unwilling to ask for charity, because 
they waited too long before they asked for help? 

And how can we measure the heartache that accompanies the re- 
luctant decision to ask a son or a daughter to exhaust savings or go 
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into debt to pay for the patient’s hospitalization or nursing home 
care ¢ 

We cannot be heartless or insensitive to the health care needs of 
our 16 million fellow citizens who have passed their 65th birthday. 
I would like to point out that lengthening life spans in the next 
few years will mean that many adult Americans will find they have 
parents and grandparents trying to exist on retirement pensions. 

We must have a government “with a heart. A government which 
will expand its humane, dignified system of social insurance where 
benefits are available as a matter of right—a right that results from 
a lifetime of work and a lifetime of contributions. And I further 
believe that we must make up for past neglect by blanketing in those 
Americans who have already qualified for social security benefits. 

America’s older people deserve protection against rising hospitali- 
zation costs this year. I hope this Congress will not allow White 
House operation to block action on this urgently needed and thor- 
oughly justified legislation. Certainly the Eisenhower administra- 
tion has offered no reasonable or workable alternative. 

For 8 years the President and Vice President and their experts at 
the Department of Health, Education, and Welfare have had plenty 
of opportunity to come up with some plan to help elderly Ameri- 

cans in time of serious illness. 

But now this Republican administration is suggesting that action 
be postponed for another study—in spite of the backlog of urgent 
needs, in spite of overwhelming demand for action. We have “had 
plenty of studies. We have files full of evidence on the need to pro- 
tect our older people against unexpected health costs. Any Member 
of Congress who reads his mail knows just how concerned, how wor- 
ried and anxious our older people are about the costs ‘of serious 
illness. 

I say Congress must act now, because, if we wait for the Republican 
go-slow, not-now, veto administration to take action on a program to 
help finance health care, we will wait forever. 

I do not doubt that a voluntary program involving local govern- 
ment as well as State and Federal support can be inv ented for an 
election year. But I believe we should let commonsense and reason 
guide us—instead of creating an administrative monstrosity. 

We already have a successfully operating national program of 
social insurance to help take care of Americans in their retirement 
years. Social security has helped to make our country great and 
strong. Social security has enhanced human dignity and welfare— 
and it has done so w ith an administrative cost of less than 2 percent. 
Let us improve and expand this wonderful program. Let us help 
protect the health of our senior citizens economically and effectively. 
Let us show them government with a heart. 

Protection against hospital costs through social security has top 
priority but it is only one of the steps we ‘aust take to give security 
and dignity to our senior citizens in their retirement years. I have 
introduced other legislation to help older Americans, but I do know 
that you are chiefly concerned at this time only with the problem of 
health care for the aged. 

Mr. Chairman, I ‘ask that you include in your record of hearin 
the text of my radio speech of March 7 and my newsletter of March 11 
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about my six-point program for senior citizens. I believe Congress 
should give most urgent attention to legislation carrying out this 
program. 


L deeply appreciate this opportunity to discuss the health needs of 
our senior citizens with you. 

(Text of recording by Senator Humphrey, week beginning March 
7, 1960, follows :) 


A PROGRAM FOR SENIOR CITIZENS 


We often hear the word “crisis” thrown about these days. It is a word which 
is used all too often to describe problems of all types. 

Today I want to talk with you about a problem which is truly critical. 
problem which cannot wait for more talk and more study. 
faced by our Nation’s senior citizens. 

Let me first give you an idea of the immensity and growth of this crisis. 
In the year 1900, there were only 3 million Americans over the age of 65. 
Today there are nearly 16 million. In 10 years there will be more than 20 
million. 

But these are just figures. They do not tell the pathetic story of the needs 
of our senior citizens in terms which all of us can understand. 

They do not tell the story of the elderly widow whose income is so low her 
day begins and ends with a sense of hunger. 

They do not tell the story of the elderly man who needs but cannot afford 
hospital or nursing home care for illness or disease. 

They do not tell the story of the elderly couple who live each day in fear of 
losing the roof over their heads. 

We hear noble talk about “the golden years.” But more and more people are 
finding that these are years of despair and anxiety. 
nation with our wealth and luxury. 

I am not just talking about a few isolated cases. Millions of Americans— 
through no fault of their own—are existing without adequate incomes, health 
care, or housing and without a recognized role in the community. 

The Department of Health, Education, and Welfare tells us that it costs at 
least $2,300 a year for a couple to live by themselves in modest fashion. 

But the average retired couple on social security receives only about $1,440 
a year. 

And 60 percent of the individuals retired on social security have less than 
$1,000 a year in money income. 

Even more desperate is the crisis facing the 1,300,000 aging widows who now 
receive an annual social security benefit of $56 a month. 

I ask you, is this what our mothers and fathers deserve? Do these fine 
citizens deserve a shabby rented room and a diet of bread and soup in their 
final vears? 


Itisa 
It is the crisis 


This is a disgrace for a 


There are selfish and narrow-thinking persons who say the problem is not 
theirs. They say “It’s every individual for himself.” They say every indi- 
vidual has total responsibility to plan for retirement. 

I agree that we should all plan on an individual basis to provide for our 
future needs. But the best plans and preparations of all men can be crushed 


by forces beyond their control. Disease, economic fluctuations, and just plain 
bad luck can make a mockery of even the wisest investments and preparations. 

What we need is a new dedication to end the crisis facing our senior citizens. 
What we need in a government with a heart and understanding. And what we 
need right now is action on a program to allow our senior citizens to live with 
dignity, security, and a sense of usefulness. 

Let me specify six steps which are vital to such a program : 

(1) Increase social security benefits to keep pace with living costs. 

(2) Inerease from $1,200 to $1,800 the amount which individuals may earn 
without losing social security benefits. 

(3) Extend the social security system to cover costs of hospital and nursing 
home care for senior citizens. 

(4) Establish minimum Federal standards which States must meet for old- 
age assistance programs. 

(>) Provide effective Federal assistance for specialized housing programs 
for the aged. 

(6) Allow a tax-credit incentive to encourage hiring of old workers. 

54566 60 15 
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I have sponsored legislation for these purposes in the Senate and will con- 
tinue to fight hard for favorable action. This is no sudden effort on my part. 
I have never forgotten—and I will never forget—the crisis facing our senior 
citizens. We must let them know they are not alone. 


(Newsletter—From the desk of Senator Hubert H. Humphrey, 
special to editors—weeking ending March 11, 1960.) 


A program for senior citizens. We hear noble talk about the “golden years” 
for our older citizens settling down into retirement. But too often these years 
bring despair and anxiety. 

Millions of Americans, through no fault of their own, are barely existing, 
without adequate incomes, without access to adequate health care, without 
decent housing, and without the dignity and respect to which they are entitled. 
An action program to help our 16 million senior citizens is needed now. 

Desparate needs: A married couple living by themselves needs at least 
$2,300 a year for a modest, minimum standard of living—but the average couple 
retired on social security gets only $1,440 a year. And three out of five people 
on social security pensions get less than $1,000 a year in cash income. Do these 
citizens deserve a shabby rented room and a diet of bread and soup? Should 
they be forced into overcrowded charity wards in hospitals and nursing homes 
when the savings of a lifetime are wiped out by unexpected sickness or hospitali- 
zation? I say this is disgraceful and unjustified in our rich and productive 
country. 

Dividends of medical research: Wonderful advances in medical science promise 
eventual conquest of crippling and killing diseases such as arthritis and heart 
ailments. A man of 65 today can expect to live another 13 years and a woman 
will probably live another 15% years. If medical research continues success- 
fully, we may have 30 or 40 million people over 65 instead of the expected 20 
million. My Senate Subcommittee on International Health is helping to ad- 
vance research on the problems and the process of aging. But, in addition to 
lengthening life spans, we can put more “life” in the retirement years. We 
can give our older Americans the security and the dignity they need and deserve. 

Action program for 1960: Since I first came to the Senate, I have worked for 
legislation to help America’s older people. Here is my action program: 

1. Health benefits. My health benefits proposal will give protection against 
the heavy costs of hospitalization and nursing home care through social security. 

2. Increased social security benefits to keep pace with rising living costs. A 
30-percent increase in the minimum payment is needed. 

3. Raise earning limit from $1,200 to $1,800 so benefits won’t be lost by many 
older workers. 

4. Minimum Federal standards for State old-age assistance programs. Pro- 
tect the dignity and self-respect of relief recipients. Abolish public “shame” 
lists. 

5. Effective Federal assistance for special housing for the elderly. 

6. Tax credit to encourage hiring of older workers. 

Government with a heart: This is the 25th anniversary of social security— 
the first major attack on poverty, helplessness, and shattered family life. In 
these 25 years, we have created “government with a heart’—a government prop- 
erly concerned with the welfare of all citizens, not as an act of charity, but as 
a moral and social obligation—bringing new security, new dignity, and new 
indeperidence to millions of American families. 


I am sure you know that a number of us have been meeting with 
rather substantial numbers of people in recent weeks and I have been 
asked many times by reporters, by interested citizens, by commen- 
tators—what are the American people concerned about? I think the 
chairman of this subcommittee, along with his associate here from the 
House of Representatives, Congressman Forand, would be interested 
to know that in a series of television programs that I conducted called 
“Ask Senator Humphrey,” a question-and-answer program with peo- 
ple just calling in with no advance preparation, just picking up the 
phone and call the television station—that we had more questions on. 
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the problems of medical care and hospital care for the aged than all 
the other questions put together. 

Now, these were just people calling in, not any organized group. 

Also, I found out in analyses relating to those “questions that a 
goodly number of them came from younger people, not the elderly 
who were already eligible for social security benefits, who were con- 
cerned, first of all, about their own parents and w hat would happen 
to them under prolonged sickness, and secondly, they were concerned 
about their own future, what kind of care would they get? 

Mr. Chairman, the costs of local and county and State government 
in the field of health care for our elderly has become one of the largest 
items of cost, next to education. The property tax burden upon citi- 
zens and localities, is a very heavy one. In fact, I would say that 
many communities today have property taxes at such high rates that 
they act as a deterrent to further economic expansion in the 
community. 

One of the reasons for the high property tax is medical and hos- 

ital care of the needy, the indigent, and the elderly. In my own 
State of Minnesota, we give pretty good care to our “elderly people. 
We feel, through our University of “Minnesota Hospital, University 
Medical’ School, through our welfare departments, we have done a 
good job, but, Mr. Chairman, this has become a very, very heavy bur- 
den upon the property owner. That is the only way we have of raising 
taxes for them with the exception of an income tax which has its 
limitations and has its dedicated funds. 


se the wonders of medical science and technology, we have 
b 


been able to extend the lifespan of our people; we have come to the 
point where we have a substantially larger group of people 65 and 
over to be cared for. 

Now, their sickness increases with age and their capacity to pay 
decreases with age. The incidence of the need of hospitalization goes 
up with age and the ability to pay for it goes down. 

One does not have to be a wizard to figure out what ought to be 
done. What needs to be done in a country such as ours is to provide 
some means of caring for these people. This is just elementary social 
justice. 

Now, the argument apparently is not over whether or not they 
should be cared for at the moment, even though I think that behind 
some of the pettifogging that goes on there is a little argument about 
that. But, let us assume for a minute that everybody wants to pro- 
vide hospitalization, nursing home, and medical care for the elderly. 
Then the argument comes down to the ROCA of doing it, 

If we are going to spend the next year, 2 years, 3 years, arguing 
over means, we are doing it at a great expense, because in the mean- 
time a large number of people are being inadequately cared for. We 
have a true, tried, and tested method for providing adequate care. 
That method is under the social security system. 

The Forand bill provides freedom of choice for hospitalization, free- 
dom of choice for the survical service. I have introduced a bill, S. 
1151, which does not include the surgical services but includes all hos- 
pital care, all nursing care, including the drugs and other items that 
are required under nursing home and ‘hospital care. 


FORAND BILL PROVIDES FREEDOM OF CHOICE 


I put that bill in because I thought that it might be well to have a 
bill that provided only hospital and nursing home care as a way of 
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possibly some compromise on the broader Forand bill. But I want 
the fact quite clear—I support the principles and the details of the 
Forand bill. My proposal should relieve some of the attack from the 
American Medical Association which is so concerned about the 
responsibility of interference with the freedom of choice of doctors. 
But I think we ought to put our foot down on this strawman right 
now. There is no denial of freedom of choice under the Forand bill. 
The choice is there, but it is a real choice. It is a choice you can make 
and know that it will be paid for. There is no use of having a choice 
of automobiles, you know, if you cannot buy one; no use of having 
a choice of homes if you cannot even afford ‘to have a tent. To talk 
about freedom of choice for doctors and hospitals for the elderly when 
they have no way of paying for it except to swallow their pride and 
go on relief and the public welfare rolls seems to me to be denying 
the real meaning of freedom of choice. 

The administration says it is going to come up with some kind 
of alternative proposal. What we want is a program that will help 
the patient, that will help the needy. 

I recognize that there is a variety of services in this country such as 
group health and group tad ition, and varicus private insurance 
plans, but let the record be clear: If we could relieve the private 
medical care programs and the ot ivate and group hospitalization and 
medical care programs of the extra cost that comes with the care of the 
elderly, premium payments on other insurance policies for the rest 
of the American people could be substantially reduced. 

The way to relieve those costs and to put them in proper relationship 
with income is to take the group that are eligible for old-age and 
survivors insurance benefits and include them under social sec urity. 
Those who do not want to do that are really asking that others pick 
up a disproportionate share of the bill for a group of people that could 
have better medical care, better hospital care, and better nursing 
home care under some provisions under soci: al security. And the cost 
under social security, according to the studies made in the House and 
according to private research foundations, can be financed with a quar- 
ter of 1 percent increase in the tax on both employer and employee, and 
three-eighths of 1 percent on the self-employed. 

This is a modest amount. for the care that can be extended. 

o, Mr. Chairman, I want to extend to you my thanks for doing a 
service for, first of all, the elderly; secondly, those who will be under 
private health insurance plans; and, thirdly, for the insurance com- 
panies themselves which will be able to give better insurance coverage 
for the vast number of people under 65 if they can be relieved of the 
cost and the burden of those above 65. 

I thank you very much. 

Senator McNamara. Thank you, Senator Humphrey. We ap- 
preciate very deeply your taking time to be here this morning and to 
speak so eloquently and well on behalf of the elderly citizens. 

Senator Humpnrey. Senator, for the record, we had a tremendous 
audience that gathered in Detroit recently on this very issue. All of 
us in public life know a good audience when we see one. I believe 
there were about. 18,000. 

Senator McNamara. That is about what it was said to be. 
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CONGRESSIONAL MAIL IN 





FAVOR OF FORAND BILL 


Senator Humpurey. Approximately 18,000 people gathered in 
the Coliseum in Detroit, elderly citizens, on a Sunday, to urge upon the 
Members of Congress passage of the Forand bill. I think that every 
Member of Congress who would come in here and testify would have 
to admit that his mail on the Forand bill is the biggest bulk of mail 
that he has today and the letters are not these “jimmied up” ones. 
These are letters that come in from people who write them in their 
owh way, appealing to the Congress of the United States to do some- 
thing in this crucial area. 

We had better get busy and do something or some Members will not 
be back here. If some of my friends in Congress want a little political 
health insurance, may I suggest that they get busy and do something 
for the elderly people! 

Senator McNamara. Thank you, Senator. We appreciate your 
suggestions here this morning and intend to move forward this morn- 
ing to accomplish the ends you have suggested. 

Are there any questions / 

Senator Brunspa.r. I just want to ask the Senator if, under his 
plan, he wants to limit the contribution through the social security 
payment. to one-fourth of 1 percent? If that is not enough, would he 
not agree that it should be raised so that these people can be ade- 
quately cared for / 

Senator Humpnrey. I surely would, Senator. 

Senator Brunspate. That is all. Thank you. 

Senator McNamara. All the records we have from them indicate 
this, and you do agree, I take it, Senator, that there is evidence that a 
quarter of 1 percent increase is adequate. 

Senator Humpnrey. I not only think it would do, I think it would 
more than do the job. This is particularly true if you get the 4 mil- 
lion unemployed in this country employed, Mr. Chairman. 
NATIONAL ECONOMY CAN SUPPORT PROGRAM 
Senator McNamara. And we can look forward to some increase in 
our gross national product, which we expect would take care of some 
of this unemployment; and, therefore, the prospects would be very 
good, 

Senator Humpnrey. Absolutely. With this economy moving for- 
ward at any rate that is worthy of being called American, and with 
the picking up of the unemployed and seeing they are reemployed— 
which is the least the country ought to do—there would be no problem 
with one-quarter of 1 percent according to the actuaries who have 
studied this. 

I am not an expert, but I do know that studies have been made by 
private groups as well as Congress and that percentage of tax seems 
to be adequate. But I want to be very frank about it. If it requires, 
for example, an eighth of 1 percent more, or whatever the figure 
would be, the Senator from Minnesota does not hesitate to say he 
would vote for it. I happen to think the American people can afford 
to have education for their youngsters and they can have decent 
hospital and medical care for their ‘oldsters. If we cannot, we ought 
to close up shop, because this country spends a good deal of time 
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wallowing around in its commercial recreation which adds little or 
nothing to its character. 

I think the richest country in the world ought to be able to protect 
the elderly. 

I was over in Sweden, Norway, Finland, Denmark. They do not 
have as high a standard of living as we do, but there is not an elderly 
person there that is not given the best medical care that modern 
Science can provide. 

If the Swedes, Norwegians, Finns, and Danes can afford it, this 
cosmopolitan society of ours can afford it. I would like to think we 
could aspire to those heights. 

Senator McNamara. Many people oppose the social security ap- 
proach to solving this problem and have recommended that the States 
participate in payments to the fund. What is your reaction to that? 





















LIMITED ABILITY OF STATES TO PARTICIPATE 


Senator Humpurey. Well, I think it would be a good idea to go out 
and find out how the States are going to finance it. You know, Mr. 
Chairman, there are all kinds of ways to duck an issue, and they have 
been perfecting some new ones of late. One way that people try to 
duck the real responsibility for meeting headon an issue is to say, 
“Well, we will let the localities do it,” or “We will let the State do it.” 

And when you go to those same States, you discover that they are 
oftentimes incapable of financing their education program, their 
highway program, their basic State services. To load onto them addi- 
tional responsibilities with their tax base being sorely limited, is, I 
think, ane or avoiding the issue. The real truth is the one area of 
Government that has the capacity to raise the money to pay for this 
cost is the Federal Government and that is exactly why those who do 
not want to pay for it, are saying, “Let the States and localities raise 
the money.” 

There are constitutional prohibitions in some States against this 
thing, and there surely are under city charters. I have been a mayor 
of acity. No one needs to tell me what a problem it is for a city to 
‘aise money. I know what has happened to the tax base. I say those 
persons trying to shift this burden back on local, county, and State 
governments are really trying to avoid the responsibility altogether. 

There are differences. Some States can and are being helpful, 
but in the main 

Senator McNamara. Another suggestion made by the opponents 
of the social security approach is that it is not or does not take care 
of a certain number of people—2 million, 3 million, 4 million. Actu- 
ally, all of the shortages in our social security system or the failures to 
meet the total problem under the social security system would be re- 
flected in this program—and is it not a pretty good argument for 
extending the social security system to others when they are so much 
concerned with this area in connection with medical care? 

Senator Humpurey. The Senator’s insight into this matter is only 
excelled by his great compassion for the people. The Senator is ab- 
solutely right. Now we find people pointing out the shortcomings 
of social security, the very same people who made those shortcomings 
mandatory. 

I am perfectly willing to have social security cover every person 
in the Nation. I think it ought to. And I want to say the gaps that 
are there can be filled in as social security isexpanded. This is a good 
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argument for expanding social security. Also, I understand that this 
subcommittee is working on some proposals to cover those not cur- 
rently covered under social security. 

Senator McNamara. That is correct. 

Senator Humpnurey. I might add that, if the administration feels 
as deeply as it claims of late about uncovered workers, it might want 
to try out its programs on those not covered. That is a possibility. 
We will see which plan works the best. It would be very interesting. 

Senator McNamara. Senator Humphrey, we know of your concern 
to get away. You do have important commitments, and again we 
apprec iate your test imony. 

Senator Humrnrey. I am going over to the Committee on Foreign 
Relations to see to it that the public funds are protected. I canie 
over here to see that the public interest was at least helped along. I 
did not need to do much with you as the chairman. 

Senator McNamara. I hope you do as well over there. 

Senator Humpnrey. Thank you. 

Senator McNamara. We appreciate the opportunity of having Con- 
gressman Forand with us and not give him a chance to say a few words 
for the record and maybe clear up some of the misunderstandings 
about this legislation. 

Congressman Forand, do you want to talk from here or would you 
prefer to sit at the witness table ? 

Mr. Foranp. I will go right down there and face you, Senator. 

Senator McNamara. All right, fine. 

If there is an expert in this area, it is you. We know of your study 
and are certainly very happy to have your comments for the record. 


STATEMENT OF HON. AIME J. FORAND, A U.S. REPRESENTATIVE 
FROM THE STATE OF RHODE ISLAND 


Mr. Foranp. Mr. Chairman and Senator, I am one of those who is 
not a newcomer to the problem of the aged and I think, for the record, 
I should say that I have been interested in this problem of oe aged 
since I first went to my State legislature which was in 1923 at the 
time that the F raternal Order of Eagles started their iveuaial for 
old-age pensions, and I have been interested in it ever since. I am 
one of the few Members of this Congress that have had experience 
doing welfare work where again the problem of the aged was brought 
very, very vividly to my attention, during the almost 2 years that I 
spent as chief of the division of soldiers relief in the State of Rhode 
Island and commandant of the Rhode Island Soldiers Home. 

Now, I had not expected to take the stand this morning but I read 
this morning’s papers and also I have heard the statements made here 
today and I think there are a few points that should be cleared up for 
the record. 

SELF-SUSTAINED NATURE OF FORAND PROGRAM 


First of all, I would like to impress upon all the news media, the 
newspapers, radio, and television, that when they say the program 
I propose would be Government paid, they are all wrong. It would 
be paid by those who eventually would be the beneficiaries with the 
exception ‘of that small group that would be picked up upon inaugura- 
tion of the program, because what I propose is a self-sustaining pro- 
gram the same as the rest of our social security setup and, while the 
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funds would be handled by the Federal Government just as other 
social security funds are handled, the money would come from the 
beneficiaries, the workers, and employees and not out of the general 
fund of the Treasury. 

When I introduced my bill in 1957, I made the statement which I 
have repeated several times since then, that I was not wedded to the 
language of my bill. I was offering it as a basis from which to work 
because I was sick and tired of hearing a lot of words and finding 
that no action was taken to solve a most pressing problem. 

I do not intend to go into the details of the plan. IT think it has 
been explained time and time again and in order to conserve the time 
of the subcommittee, I shall gloss that over for the moment. 

One thing that seems to have escaped the people in view of the fact 
that we talk about some 12 or 13 million beneficiaries who would 
immediately receive benefits under my plan is the fact that, while this 
would take up this group, it is providing an opportunity for the 
younger people who are wor — to be able to take care of paidup 
insurance so that when they reach retirement age, they will be the 
beneficiaries of the system. Not only would it be of great help to 
these individuals now, partic ularly those who have aged parents, but 
the younger fellow, 25, or 35, or 45, the young married man does not 
know when he is going to leave this world. He does not know how 
many children besides his widow he will leave behind him. These 
are people who would benefit as a result of this. He would be pro- 
viding, through the payment of this insurance, for the care of these 
others who he would leave behind. 

Much has been said about how much this would cost to the indi- 
vidual particularly. So much money would be taken out of his pay 
envelope. 


25 CENTS A WEEK HIGHEST POSSIBLE COST TO INDIVIDUAL 


Well, the truth of the matter is when you figure at the highest pos- 
sible figure which is a wage base of $4,800 now, it would take only 
25 cents a week, the price of a pack of cigarettes. How many peo- 
ple are drawing $4,800 a year in wages? A great many, but not all, 
by along shot. You know, and I know that there are many who are 
in the $2,000 and $3,000 bracket. Those individuals who have an 
income of $2,400 would only pay about 12 or 13 cents a week, and 
where could they buy this type of coverage at that price? 

The commercial insurance people, of course, are opposed to my bill. 
But f think they are blind. I think they fail to see the point. And, 
as Senator Humphrey said a few moments ago, if this bill went into 
effect, it would permit these private insurance companies to cut their 
premiums and increase their coverage because they could eliminate the 
hich risk. those people 65 or over. 

They are missing the boat now just as they thought when they were 
fighting the original social security bill. 

“Now, the doctors are all opposed to it—I should not sav “all”— 
let me correct that, because I have so many letters in my office from 
individual doctors to the contrarv—many, manv doctors have written 
to me that thev are members of the AMA bnt the AMA is not speak- 
ing for them in this matter. But the AMA, which is supposed to 
represent the doctors, says that the hospitals will be overcrowded if 
this bill should become law. 
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Well, Mr. Chairman, I say to you that if the hospitals are to be 
overcrowded as a result of this, there are two reasons for it: One is 
the great need now existing for hospitalization and medical care of 
many of these aged people. The other is that the doctors would not 
be doing their job because under the provisions of the Forand bill, 
H.R. 4700, no one can get into the hospital unless a doctor says so. 
The doctor has to make all arrangements for him. He cannot stay 
in the hospital any longer than the doctor says he can stay there. 
So, that is all window dressing. 


SHORTCOMINGS OF FORAND-STATE APPROACH 


Although the administration has not come up with any program as 
yet, they have done a lot of stalling over these many months. The 
truth of the matter is that they have been toying with several plans 
and according to the newspapers and according to Mr. Flemming, 
the Secretary of HEW, when he was before the Ways and Means 
Committee, their plan has to do with State and Federal cooperation 
in actually subsidizing the insurance companies. 

That would mean about $400 million out of the Federal fund, out 
of the general fund each year, rather than from contributions made 
to the social security fund by those who would benefit. 

Further, let us keep in mind, and I believe practically every Mem- 
ber of Congress has a good knowledge of fhe legislatures of the 
several States, how long would it take before these several States 
could work up a program to join this Federal program ? 

Why it would take years. In fact, Mr. Chairman, it may interest 
you and the other members of this committee to know that only last 
week in the Ways and Means Committee of the House when we were 
considering public assistance, the question of medical aid to those 
on public assistance. 

Wetried to check. You will recall, I think it was in 1958, that Con- 
gress voted to make an allowance of, I believe, it was $5 or $6 per 
claimant or per client under the public welfare for medical assistance. 
To this day there are still 15 States that do not have a medical pro- 
gram under public assistance. Yet they are drawing the money from 
the Federal Government and we do not know how they are using it. 

Now the administration has been talking about studies. They 
have made so many studies that they meet themselves going back. 
They have not come up with any program. They do not have one. 
And I repeat what I have said before: If my plan is not the best plan 
to take care of this situation, let someone come up with an alternative 
that is better and if they have it, I will accept it. 

Now, the doctors talk about socialized medicine. This would not 
be any more socialized medicine than the payments already being made 
under social security. The truth of the matter is that this would 
operate on the same basis with the Government paying the bill as 
Blue Shield operates today. The Blue Shield is a doctors’ organiza- 
tion. They are the ones who control. They are the ones who set the 
fees. They are the ones who agree to accept as total payment for a 
bill the amounts specified in their schedules providing the income of 
the individual is below a certain level. 
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This would operate in the same way. Sometimes I feel rather 
sick at heart to realize how some of these doctors feel and seem to be 
closing their eyes to the medical needs of the people and just thinking 
of their pocketbooks. I have one in my own entourage of relatives 
who had to scrape to go through medical school. Like all other doc- 
tors, he got the benefit of the public schools being paid for out of tax 
money. In addition to that, some employers, God bless them, were 
kind enough to provide him with employment at perhaps much more 
than he deserved as far as the wages were concerned, because they 
knew he wanted to study medicine, 

And today, less than 10 years after he has graduated, he owns his 
own home. He owns a house where he has his office. He has three 
cars in his family and he is one of those that is out fighting against 
the Forand bill. 

He has forgotten that his own father could not afford to put him 
through school. His father was working in a cotton mill for low 
wages. His mother was working in a hospital as a scrub woman, 
but he has forgotten all that and I say to you, that he is one that 
represents the thinking of many of our doctors today, unfortunately. 
































AGED NOT RECEIVING NEEDED MEDICAL CARE 






The doctors in their paper, the AMA News, a few weeks ago had 
an editorial urging their State medical groups to publicize the fact 
that no one who needs medical attention need go without it because 
he is without funds. Well, it happened that either on the same ae 
or within a week of the time that editorial appeared in that pa 

I received a letter from an aged couple out in the Middle W a 
The man is 78. The woman is 72. The man is feeble and cannot 
work. His wife was taken to a hospital. The doctors said there 
was no hope for her. There was no need of keeping her there. He 
took her home and he is taking care of her. Their income is $98 a 
month under the social security system. Yet, with his letter, he en- 
closed two letters from collection agencies, dunning him for the pay- 
ment of $15 due to a hospital and $40 owed toa hospital. 

So, I say to you, Mr. Chairman, no matter what the doctors tell 
me, I prefer the evidence, the concrete evidence I have in my office. 
And, if you were to come into my office, I could show you a stack 
about a foot high of letters containing hospital bills and medical 
bills that have been paid by the individuals, 

Only yesterday, I receiv ed a letter from a lady in my own district. 
She is 78 years of age and has been unable to work for a long time. 
She had a little home of her own, five-room house. She has ‘had to 
borrow money on that home in order to be able to pay her medical 
expenses. And she sent me a list of the medical expenses she had 
been paying—and the medicines she had been buying in the drug- 
stores at these exorbitant prices they are charging for drt igs today 
and told me her home had been taken away from her. All she has 
left in this world is $100. She had to give up her insurance policies. 
She is now going on public relief and says she is praying that some- 
thing along | the lines of my bill would pass so it might be of some 
help to her, but if not for her, because she does not expect to be in 


this world for long, then for others who find themselves in the same 
predicament. 
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Mr. Chairman, I have taken much more time than I should. I 
hope I have cleared up a few points of misunderstanding. Thank 
you very much. 

Senator McNamara. We are happy to have you here, Congressman. 

I think you have perhaps presented us with one of the finest state- 
ments we have heard so far in favor of doing something about this 
very serious problem we are all facing. You did not take too much 
time. I am sure we can listen to you all day in what you say on 
this subject. 

Mr. Foranp. You are very kind, Senator. That is something I 
feel down here, in my heart. 

Senator McNamara. I am sure of that. 

Mr. Foranp. There is so much to be done in this field. We have got 
to get going. Stop talking and start acting. 

Senator McNamaaa. Senator, do you have any comment or question 
of the Congressman ? 

Senator Brunspaue. I think we owe a debt of gratitude to Congress- 
man Forand for coming over here and talking to us. Thank you. 

Mr. Foranp. Thank you very much. If I may be excused, I will go 
back to my own business. 

Senator McNamara. Surely. Thank you again. 

We have a gentleman here who has to catch a plane, I understand, 
and he wants to filea statement. Dr. Edward Mazique. 

Doctor, we ave glad to have you here and we are glad to have your 
statement for the record if you want to present it at this time. 


STATEMENT OF DR. EDWARD C. MAZIQUE, PRESIDENT, NATIONAL 
MEDICAL ASSOCIATION OF AMERICA 


Dr. Maziqur. Thank you, Honorable Chairman and members of 
the Subcommittee on the Aged and Aging. 

I am Dr. Edward C. Mazique, president of the National Medical 
Association, a medical organization representing 5,000 predominantly 
Negro physicians in 42 States and the District of Columbia. 

I am so pleased that you have permitted the voice of the National 
Medical Association to be heard today on this most important issue. 
I regret that time will not permit me to read the full 10-page document 
which I have prepeet We do regard this as an important issue and, 
as a practicing physician in the District of Columbia for many years, 
we are pleased to know that you are taking an active part in it. 


RECOMMENDATIONS 


I would like to make a few recommendations without reading the 
full document. 

(1) As president of the National Medical Association, I have sup- 
ported the principles of the Forand bill since my inauguration at De- 
troit in August of 1959. The major observation I have to make is per- 
haps that the Forand bill does not go far enough and we have 
suggestions that it should be expanded in the following manner: 

We recommend an expansion of the public assistance program to 
provide medical care to meet the health needs of 80 percent of the 
total 16 million aged and aging now unable to purchase health security. 
















230 HEALTH NEEDS OF THE AGED AND AGING 





(2) Expansion of Federal social security to cover the cost of health 
care for wage earners in their declining years. 

(3) The abandonment of the terms of reference, “voluntary” mean- 
ing private health insurance plans as opposed to Federal plans referred 
to as “compulsory,” which are misleading and a propagandistic play 
on words. 

(4) A division or department under Health, Education, and Wel- 
fare for supervising the whole range of problems affecting the aged 
and aging, such as exists in the Children’s Bureau. 

(5) Plans for training personnel, building hospitals under govern- 
mental sponsorship for meeting the increasing health needs of the 
growing senior citizen population be included. 

Honorable Chairman, I thank you for the opportunity of filing 
this report. 

Senator McNamara. Thank you, Doctor. You can be sure that 
your complete statement will be printed at this point in the record. 

Weare glad to have you. 

(The prepared statement of Dr. Mazique follows :) 





PREPARED STATEMENT OF Dr. Epwarp C. MAzIQuE 


Mr. Chairman and members of the Subcommittee on the Problems of the 
Aging and Aged, thank you for the privilege of appearing before you today on 
behalf of a tragically neglected but rapidly increasing sector of the American 
population. 

I am Dr. Edward C. Mazique, president of the National Medical Association, 
an organization representing some 5,000 physicians and over 70 component and 
constituent medical societies in 42 States and the District of Columbia. Although 
our organization, founded 65 years ago in Atlanta, Ga., had as its object the 
banding together for mutual cooperation and helpfulness the men and women 
of African descent legally and honorably engaged in the practice of the pro- 
fession of medicine, it was conceived in no spirit of racial exclusiveness, fostering 
no ethnic antagonism, but born of the exigencies of American environment, and 
expressed that sentiment on its birth certificate of that dark era. 

In the ensuing years our action programs have been primarily directed toward 
the elimination of racial barriers in hospitals, medical schools, and professional 
societies, and in lifting the general level of our patients who are largely drawn 
from the Negro community. But in this complex industrialized and urbanized 
society the exigencies of the American environment have changed and currently 
discriminates against another class which includes many people from other ethnic 
groups—people who are neglected because of age, status, and previous conditions 
of employment. 

From its inception our association has sponsored the enactment of just laws 
and sought the stimulation of the public concerning all matters affecting the 
public health in addition to seeking ways and means of extending medical 
services throughout the community. In this new world of rising expectations 
our senior citizens are increasingly asserting their right to a happy, secure, and 
comfortable evening when their days of hard labor and vigorous contributions 
to this great Nation have been made. The prospect of a bright future in the 
declining years is both a just and a deserving right. It is the duty of the 
thriving to recognize their obligation to the senior citizens and in humility 
undertake responsibility for the common good. 

Until this country (the richest in the world) has no citizens who are discrim- 
inated against because of age, status, or previous conditions of employment, in 
addition to our society’s traditional program against racial discrimination, there 
will be need for our collective voices to assert themselves in stimulating health 
programs for meeting the exigencies of the contemporary American environment 
now weighing heavily upon the aged and aging among us. 

As a practicing member of the medical profession largely administering to 
the senior citizens (geriatrics), I can honestly attest to the fact that theirs 
is a sorry plight, and getting worse every day as demands on their family for 
support increase and inflation nullify the protection once guaranteed by pensions 
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and small savings. We physicians like to boast of our contribution to longevity 
and are often flattered by the smile and pat of elderly patients who sometimes 
remark, “Doctor, you saved my life.” It is heartening to count so many you 
have personally saved but disheartening to realize that great numbers of these 
are only half alive. The natural infirmities and complications of the aged 
demand continuing professional care, occasional surgery, several times the 
demand made by the young or working population. For cardiacs, diabetics, 
hypertensives, arthritics, always under the care of a physician and periodically 
in the hospital, their medical bills alone can equal and surpass their combined 
cost of living. 

If those of you charged with the administration of the social welfare of our 
patients do not respond to the physician's distress call for complementary help, 
what should physicians and research scientists in geriatrics do then? Shall 
we continue our research into other methods for extending longevity, knowing 
full well our patients shall spend the balance of their days half dead, or shall we 
abandon that field in the spirit of euphanasia and turn to pediatrics where there 
is hope for a fruitful future? 

Aging can be considered a normal process of involutionary changes or a patho- 
logic deviation resulting from the impact of external stresses coming to each 
and every one of us if we do not die prematurely. One should face old age, in 
fact we here now, should be able to look forward into the future with confidence 
and self-respect, knowing we shall not have to beg charity of doctors and hospi- 
tals and medicine as we slide downhill toward the twilight of our last days. 

Common to the elderly are the unyielding pressures of the socioeconomic en- 
vironment which profoundly affect their living habits, bringing decreased in- 
come, personal neglect, loss of loved ones—all serving to decrease self-esteem 
and contributing to their feeling of being unwanted. Personality disturbances 
need not necessarily accompany organic changes if emotional security and eco- 
nomic needs are met. 

Economic security and adequate health services could help numbers of these 
persons enjoy the fruits of increased longevity and many of them in turn could 
make a Valuable contribution to society if properly cared for. What they lack 
in physical vigor they could compensate in wisdom. In some civilizations of 
Africa and Asia, I am told, the aged are cherished and delicately cared for, and 
their wisdom is solicited and respected and passed down to future generations. 
Who can question that the sanity and wisdom of the aged in our youth-crazed 
society could not make a vital contribution? 
































WHO ARE THE DISCRIMINATED AGAINST IN THIS INSTANCE? 









There are 16 million senior citizens now over 65 years of age, in contrast to 
3 million at the turn of the century. That number is expected to rise to 20 mil- 
lion by 1975 and 26 million by 1980. Currently the senior citizen population is 
rising at the rate of 1,100 per day. Three-fifths, or 9 million, of the 16 million 
senior citizens earn less than $1,000 per year. 


















HOW ARE THESE SENIOR CITIZENS DISCRIMINATED AGAINST? 














Members of the Armed Forces and their wives and children, some high Gov- 
ernment officials and administrators, and, beginning in July 1960, Government 
employees will have the guarantee of medical care supported by the Govern- 
ment, While the aged and aging have no such health protection. However, these 
citizens, like others discriminated against, can be expected to use the ballot 
more in the future for their own interest. 













WHY ARE THESE PEOPLE DISCRIMINATED AGAINST? 








1. Ours is a youth-centered culture and not yet adjusted to the problems of 
the growing population of the aged and aging. 

2. The complexities of our industrialized society and urbanized living, plus 
the impact of medical research in prolonging life, has not yet shocked the 
citizenry into the realization of an emergent new and crucial issue. Each period 
of this Nation’s history has been characterized by a unique set of domestic issues 
and problems in human relations. 

3. The aged, either with generally low incomes or no income, in a stage of 
life when actual illness is highest are not attractive customers for profitmaking 
insurance companies. Even if 48 percent of the 16 million over 65 are covered 
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by some kind of insurance as claimed, the balance of 9 million we have not 
heard are being sought out for special policies. 

Neither acutely ill nor completely well, the aged are not considered “good 
salculated risk” after 65. Hence, on most blanks required by insurance com- 
panies inquiring of the chance of loss or profit on patients in this age group, I 
advise “not good.” Thus suggesting their companies may not profit from this 
type of human investment. And since insurance companies are in business for 
money, not for their health, and certainly not for my patients’ welfare, I, in 
honesty, have to discourage the acceptance of many of these people. Because 
I am convinced that private profit-seeking insurance companies neither want 
these people nor can afford to meet their health demands out of the premiums 
the retired can afford to pay the Government is challenged to fill this need. 
Senior citizens are poor investments for any profitmaking business. Private 
companies would go broke paying for all the surgical, nursing, and hospital care 
these elderly people inevitably need. 

It is well known that there are private insurance companies providing splendid 
protection for wage earners, but it is also an acknowledged fact that insurance 
goes up as the likelihood of illness increases with age and, prohibitive for the 
great majority of the aged. 


EFFECT OF THE DEPENDENT AND SICK AGED ON FAMILIES AND COMMUNITIES 


The aged, crowded within the fold of young couples, can affect the emotional 
stamina of youth which we can ill afford with 10 percent of public school children 
already emotionally disturbed. Moreover, the rigors of urban life, crowded 
apartments, necessary employment of all adult members, makes grandma and 


grandpa unwelcome members even when in good health of an already over- 
burdened family. 


CAN “CHARITY” FILL THE VACUUM? 


I bitterly disagree with one of my colleagues’ announced alternative of a few 
days ago that doctors will gladly give their services to those unable to pay. 
First, diagnosing and prescribing is but one aspect of medical need; the aged 
require medicine, nursing care and at times, more often than the general popula- 
tion, require hospitalization and surgery. I have yet to locate the drug firm 
with free or marked down prescriptions for the aged. In my case, I could very 
well spend all my time calling on the aged and aging or at least a significant 
portion to the neglect of other patients and my bills. No allowances are made 
by bill eollectors for the charity doctor. Moreover, for the Negro physician, 
because of the peculiar historic relationship of his patients to the American 
economy, the problems of the aged and aging is often more serious than that of 
the general population. 

Without the assistance of the community the care of the aged, their rehabili- 
tative activities and services become impossible and the economically deprived 
older person becomes disinterested, apathetic often with those around them 
asking “why bother’ when one is old, sick and expensive. Eighty percent of 
more than 2 million aged who were disabled for 3 months or more last year were 
eared for in their homes. Home care for many of these was impractical and 
expensive for families. 

Proposed addition of Federal health benefits to the social security system 
with additional arrangements for those now outside the social security system 
could protect the aged and their families from anxieties, financial bankruptcy; 
spare them of needless suffering, relieve hospitals and welfare agencies of 
financial difficulties, bestow self-esteem and promote a feeling of well-being. The 
Government should be in full control and administer and finance the health care 
of the aged population. 

Governmental insured medical care for the aged will mean more hospitals, 
more remuneration for physicians, better health for the Nation asa whole. Only 
the Governnent can provide necessary capital to construct adequate clinics and 
schools needed to generate medical capital out of the physical and intellectual 
surplus now lying idle. We have enough girls and boys to serve as nurses and 
doctors to staff adequate health centers. We have untapped resources to com- 
pound prescriptions enough to allay the pains of every one of the aged. We have 
the manpower and bricks and other building materials to house the ailing senior 
citizens. When delivery of the mail and education of children became too com- 
plex to be democratically handled by private interests the Government stepped 
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in and administered these programs, and so it is today in modern society as re- 
gard our aged and aging. 

Under a social security plan it has been estimated an employed person earn- 
ing about $4,000 annually would pay 23 cents per week or about $1 per month, 
contrasted with the premium required by the best known profit policies which 
cover about one-half of hospital care for 31 days, at a premium of between $6.50 
and $13 per month. 

Within the U.S. Office of Education, I endorse a department or division whose 
whole concern will be the full range of problems of America’s senior citizens. 


“VOLUNTARY” VERSUS “COMPULSORY” PROTECTION OR PROFIT PLANS VERSUS WELFARE 
PROGRAMS FOR SENIOR CITIZENS 








Much confusion has developed over the charge that a Government sponsored 
protection plan for the aging and aged—a plan that could remove a prime fear 
of an insecure old age—would be “socialism,” because of the loss of “freedom.” 
This in spite of the fact that of the numerous bills under consideration by both 
the House and Senate, of which the Forand bill has been the most popular, none 
have proposed such regimentation that patients would be denied choice of phy- 
sicians, “clinic style.” Nevertheless, critics of Government sponsored plans for 
health security for the aged maintain “under present conditions our senior 
citizens are free to choose from an increasingly wide variety of policies the sort 
of health coverage best suited to their individual needs,” declare that under 
Federal contract a patient would not be free to choose his own physician, 
hospital or nursing home. 

Over half of the 16 million aged today, or 9 million, are without insurance 
policies, have no major savings and are on their “medical” own, enjoying no 
freedom but the choice between sudden death or withering away in suffering 
and neglect. Millious of former war workers, farm and factory employees, 
domestic servants are outside the protective walls of any private, fraternal or 
religious institutions. Of the few of the aged population finding places in nursing 
homes they receive there little more than custodial care from untrained personnel 
and consigned for the balance of their lives to pitiable vegetation, they gradually 
fade away. Is this the freedom for which in our youth we aspire and offered 
our lives and fortunes in war? 

If there is yet freedom under the bonds of these circumstances for the aged and 
aging in our society, where, then, without Government subsidy is this inflationary 
spiral may they turn without money in dignity and seek medical care? 

Alternative proposals advanced by some Government officials and the adminis- 
tration, backed by an extremely small segment that Federal and State Govern- 
ments contribute toward the payment of premiums on private insurance plans for 
the aged, should be promptly discounted and rejected. In this regard, Repre- 
sentative Forand of Rhode Island, the most popular advocate of the “aid to the 
aged,” hit the nail on the head when he asked, “Isn't this so-called voluntary 
program * * * really a subsidy for private insurance firms?” 

President Meany of the AFL-CIO says the administration should be thinking 
of problems of people not the profits of insurance companies. And we agree with 
others who charge that the President of the United States has been narcotized by 
the propaganda that Government aid to the helpless aged when they are in grave 
need is “socialism.” 

If private interests cannot render a community service sufficiently rewarding 
to keep them in business, why should the taxpayer volunteer to make up the loss 
with the Government acting as the business agent? Secretary Flemming’s op- 
position to Government-backed health insurance for the aged on the grounds 
that Government sponsorship of senior citizens’ welfare would stifle the con- 
tinued growth of voluntary insurance is unworthy of the consideration of re- 
sponsible citizens. What is so holy about the manipulations of the insurance 
financiers that when they have outlived their usefulness to a segment or reached 
a point of diminishing return we should volunteer to underwrite their losses 
rather than allow them to accept the inevitable consequences? 

Such outmoded claims for support when a private agency clearly is unable 
to meet a citizen’s need cannot indefinitely be supported by physicians on the 
grounds that “freedom” is worth that kind of sacrifice for the few at the expense 
of the majority. For medical men themselves in the American community are 
hot operating in an individualistic free-will atmosphere. It’s high time we recog- 
nize the fact and acknowledge that from the time the young student enters 
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medical school until he retires from the practice of medicine, he is bound by 
social tradition, hospital regulations and legal measures to uphold an established 
standard of medieal practice and relieve suffering to the best of his ability 
wherever he finds it. Politics and business ought be left out of the health 
controversy, particularly as pertains to the aged, that scientists can place their 
full knowledge without interference within the grasp of that group whose days 
are thus numbered. 

When the suffering discover that the propaganda of freedom as now invading 
discussions on health is but a myth indulged in by those who already enjoy more 
than their rightful share of it and that the use of terms “volunteer” and “compul- 
sion” is but an exercise in semantics intended to confuse the issue in the interest 
of the few, while discriminating against the many, the voting population will 
make its understanding known at the polls, 


SUMMARY 


In conclusion, I wish to recommend the following : 

1. An expansion of the public assistance program to provide medical care 
to meet the health needs of SO percent of the total 16 million aged and 
aging now unable to purchase health security. 


2. Expansion of Federal social security to cover the cost of health care for 
wage earners in their declining years. 
» 


3. The abandonment of terms of reference “voluntary,” meaning private health 
insurance plans as opposed to Federal plans referred to as “compulsory,” which 
are misleading and a propagandistic play on words. 

4. A division or department under Health, Education, and Welfare for super- 
vising the whole range of problems affecting the aged and aging, such as exists 
in the Children’s Bureau. 

5. Plans for training personnel, building hospitals under governmental spon- 
sorship for meeting the increasing health needs of the growing senior citizen 
population should be included. 

Senator McNamara. Our next witness is the Honorable Margaret 
Schweinhaut, State legislator of Maryland, chairman of the Co- 
ordinating Commission on Aging in Mary land. 

We are certainly glad to have you here and to hear you testify. 
You have had so much experience in this area. Go right ahead. 


STATEMENT OF HON. MARGARET SCHWEINHAUT, STATE LEGISLA- 
TOR OF MARYLAND; CHAIRMAN, COORDINATING COMMISSION 
ON AGING IN MARYLAND 


Mrs. Scuwernuact. Thank you, Senator. Certainly you were one 
of the very bright lights in our conference out in Montgomery County. 
We appreciate not only your help that day and the inspiration you 
gave us, but the help this committee has been to those of us trying 
to meet the same problems on the State level. 

We are deeply aware of it and it has been greatly helpful to us to 
have ‘this kind of leadership from the U.S. Senate and particularly 
from you and your subcommittee. 

As you have announced, I am a member of the Maryland Legisla- 
ture and chairman of the Maryland State Commission on Aging. 


HOME HEALTH SERVICES 


[ appreciate the opportunity to appear before you today and pro- 
pose to comment on only one small phase of the overall health prob- 
lems of older people—that involving the need for home services for 
the elderly sick person. These services would include homemaking. 
hot meals, physical and occupational therapy, bedside nursing, all un- 
der the supervision of the private physician. Day care centers set up 
as part of a hospital or nursing home where early diagnosis, physical 
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checkups, and general preventive service could be had might well be a 
part of the general program. Posthospitalization needs could be met 
insuch a center with the patient sleeping at home. 

Maryland's situation illustrates as well as any why there is a need 
for these kinds of services and why that need should be met promptly. 

In Maryland the average per diem cost in general hospitals is $26 
and in some as high as $: 36. The prediction is ‘that this per diem cost 
will in the not too distant future range from $40 up to perhaps $50. 

This one fact—the high cost of hospital care, forces us to take an- 
other look at the whole problem and to devise ways and means to keep 
those people who do not need hospitalization from going there and to 
get those who are in hospitals into a less costly environment just as 
quickly as is consistent with proper care. 


HISTORICAL DEVELOPMENT OF HOME CARE SERVICES 


We are faced with the same decision on a cost basis as were many 
European countries following World War II when hospitals were de- 
stroyed and before new construction had replaced them. Pending 
such replacement, means had to be devised outside of the hospitals to 
take care of sick people. Thus it was that various outpatient and 
home-care services were developed. The increasing cost of hospitali- 
zation and the increasing numbers of older people needing medical 
attention forces us now to take similar steps. Bearing in mind that 
one out of every two persons over age 65, so it is estimated, has some 
chronic illness and that persons 65 and over are increasing at a tre- 
mendous rate, how can we hope to build hospitals, nursing homes, and 
the like fast enough to accommodate them‘ Part of the answer must 
be to move medical care back into the home. 

In Maryland our health department is deeply concerned about the 
fact that chronically ill and disabled elderly have been accumulating 
in general hospitals, chronic disease hospitals and mental hospitals, and 
nursing homes who do not need to be there. The department feels 
that the solution lies in making certain that high cost facilities are not 
used for a single day longer than is necessary. 


COGENT REASONS FOR EMPILASIS ON HOME CARE PROGRAM 


Aside from the pressing need to provide adequate medical care for 

elderly people at a cost they, and we as a Nation. and we as a State, 
can afford, there are other equally cogent reasons why tremendous 

empl isis should now be put on dev eloping a plan for home care. 

First, the one which your committee has itself emphasized again 
and again: The right of older people to remain self-reliant and in- 
dependent as long as possible. It is a rare person, indeed, of what- 
ever age, who is happier in an institution than he is among his own 
family in his own familiar surroundings. In a great many cases he 
could remain there or return home from the hospital qaiehidy if an 
auxiliary medical service were available. 

Secondly, long illness strikes the person usually at the very time 
when his income is lowest, during retirement years, and while I do 
not have exact figures to give you, many of our Maryland official and 
voluntary agencies, practicing physicians, and families have reported 
increasing difficulties in arranging for suitable care for elderly people 
when the need is for long-term expensive care away from home. 
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Third, there is a known shortage of nurses and other skilled medical 
personnel and we cannot afford the luxury of using this skilled per- 
sonnel below the level for which they are trained. Nor can we afford 
the luxury of using our hospital facilities below the level for which 
they are equipped. 

Fourth, I believe it imperative for the Federal Government to take 
leadership immediately in developing home services. Stirrings of 
interest in such programs have already begun and the moment is ripe 
to maximize that interest. In recognition of the present demand and 
the need, just last February the first statewide or ganized attempt in 
Maryland to assess this need for home care services was instituted un- 
der the joint auspices of the Heart Association, the university hospital, 
the Office of Vocational Rehabilitation, and the Baltimore Council of 
Social Agencies. This is a very small pilot project and involves pri- 
marily cardiovascular disease. But we need to know and to know 
quickly and to know nationwide how to put the right patient in the 
right bed at the right time. 

A further indication of interest in our State is the fact that Governor 
Tawes put into his budget this year an item of $100,000 in order that 
the State health department may begin to look into the problem of 
patients in hospitals of all kinds that might be better off in nursing 
homes or foster homes or in their own homes. Should the finding 
be that, with proper auxiliary medical care, many hundreds could 
go home or into a lesser facility, how will this be financed over the long 
pull! 2 The State faces having to bear the increased cost of hospitaliza- 
tion for increasing numbers ‘of people in the future. No matter how 
necessary, can it at the same time institute a new program of home 
care and carry this additional financial burden ? 

In Maryland our whole medical care program with respect to our 
indigent and medically indigent people is set un somewhat akin to the 
newly devised progressive patient care within a hospital. 

We are particularly proud of the way we have integrated these 
several services into a constant, continuous system so that when the 
patient’s condition changes he can be moved from one facility to the 
other depending upon his needs. It is admitted, however, that we 
are a long way from really meeting the comprehensive care of the 
aged, and the greatest weakness i in this chain of treatment is the lack 
of home care auxiliary services. 

It seems to me right and proper that the Federal Government 
should take leadership at once to provide funds to enable States and 
the communities in which people live, to develop imaginative and 
strong programs of home-care services ‘to suit their individual situa- 
tions. Such services would vary from simple supportive help such 
as homemaking assistance and provision of a hot meal each day, to 
more inclusive care involving bedside nursing, physiotherapy treat- 
ments, guidance by social w orkers, and supervision of the practicing 
physician, including specialist consultation. It is my personal hope 
that in your thinking about the many and diverse medical problems, 
home-care medical service will receive high priority. 

Thank you, Mr. Chairman. 

Senator McNamara. Thank you very much. We are certainly 
very happy to have such a fine statement. 
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I just have a couple of questions. Do you have any standards 
for nursing homes in Maryland? Does the State provide certain 
standards? 


NURSING HOME STANDARDS 


Mrs. Scuwernuaut. Yes, we do have standards set by the health 
department which is the licensing agency and does have standards. 
I regret very much to say to you that it has been necessary, because 
of the shortage, for the health department to make use of homes that 
are licensed as “marginal” and which operate under temporary li- 
censing. It is our very great hope that this situation can be over- 
come very shortly. 


Senator McNamara. Do you find that there are large percentages 
of them that are substandard ? 


Mrs. Scuwernuaut. Not a large percentage, no, but one “marginal” 
home is too many. 
Senator McNamara. I take it you agree that providing adequate 


standards for nursing homes should be “left to the States in the first 
instance ? 


Mrs. ScuweEInHaut. Yes. 
Senator McNamara. And if they do not do it, then the Federal 
Government should take action. Do you believe in any program of 


health insurance there should be provision for home nursing services 
and for diagnostic services ? 


Mrs. Scuwernnavt. Oh, yes. 

Senator McNamara. Senator, do you have any questions or com- 
ments ¢ 

Senator Brunspate. No, except that it was a very good statement. 

Mrs. SCHWEINHAUT. Senator, I can’t help but say —and I will take 
advantage of this opportunity to say it—the cause of all these prob- 
lems in the first place is the medical profession. They brought the 
whole thing about by making it so difficult to die and if they “caused 
it in the first place, I just wonder if they do not have a special respon- 
sibility to help solve it. 

I wish for their own sake they would be more positive about it. 
Otherwise I fear they may suffer from such deep guilt complexes that 
the entire profession may have to seek psychiatric help. 

Senator McNamara. In page 3 of your statement you say “We, 
as a nation and we, as a state can afford” to do these things. 

Would this imply that your State would be able to provide funds 
to meet this situation under the plan that has been mentioned by 
the administration and others ? 

Mrs. Scuwernnavt. I could not speak for the government, of 
course, but certainly my personal opinion is that a ‘matching fund 
basis would be logical; and I think most States are really in ‘such a 
critical situation with respect to hospital space and the need for 
building more hospitals that it would certainly relieve that situa- 
tion and would be a logical next step for the States. 

Senator McNamara. You would prefer this approach rather than 
the social security approach that is more or less self-financing? 

Mrs. Scuwernnavt. I do not know why they could not either go 


along together or it could be a separate program that would stand 
by itself. It could be either one, I think. 
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Senator McNamara. You are talking particularly of home services / 

Mrs. Scoweinuacur. Yes, today I am limiting myself to the home 
services. 

Senator McNamara. I am talking about the overall problem that 
we are trying to deal with here. Do you think this should be financed 
by cooperation between the State and Federal Government or do 
you think it should be a self-supporting program as contemplated 
by the Forand approach 

Mrs. Scnwernnavcr. Mr. Chairman, I have deliberately not  in- 
cluded discussion of this in my testimony here today because our 
State commission has not taken a position on it. I know it is, of 
course, a highly controversial matter and I suspect there are varying 
points of view within our commission. Because of that, I feel 1 am 
not in a position to comment today on the overall question, 

Senator McNamara. State moneys would be raised to really help 
meet the problem. Certainly this would be an additional burden 
on some of our older folks who own their own homes. I understand 
that about 65 percent of retired people actually own their own homes 
so this may not be a very good answer. 

Mrs. SCHWEINHAUT. That is right. 

Senator McNamara. When you study it as we are trying to study 
it now, you are introducing legislation where these things become 
more and more complex. 

Mrs. Scuwernnavr. Yes, and as Senator Humphrey said today— 
and he lives in Montgomery County which is my county—and the 
tax rate on real estate there has simply gone up and up and up until 
it is really a very difficult thing for many older people to be able 
to pay the taxes on their homes, to say nothing of maintaining them- 
homes they actually do own and still cannot keep them. It is a very 
sad situation. 

Senator McNamara. Thank you very much, Madam Chairman. 
appreciate your cooperation. 

A Speaker. Mr. Chairman, may I have about 2 minutes? 

Senator McNamara. We have a list we are following this morning. 
When we have finished with that list, if there is time, we can hear 
from individuals. 

SAME SPEAKER. I am a nurse. I am the nurse that started with 
some investigators vears ago as a registered lobby nurse of the U.S. 
Congress. TI am the nurse that has ‘Tost my teeth from an infection 
picked up from one of the rotten, stinking nursing homes in Mont- 
gomery County—may I finish ? 

Senator McNamara. We are going to proceed with our schedule. 
Please be seated. 

Next on our list is Mr. Douglas Colman, vice president, Blue Cross 
Association, New York, treasurer of the National Tuberculosis Asso- 
ciation. 

We will ask Mr. Frank Van Dyke, associate director, New York 
Prepayment Study, Public Health and Administration Medicine, 
Columbia University, to come to the table at the same time. 

Gentlemen, we are glad to have you here this morning. I will 
ask Mr. Colman to proceed. 
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STATEMENT OF DOUGLAS COLMAN, VICE PRESIDENT, BLUE CROSS 
ASSOCIATION OF NEW YORK 


Mr. Cotman. I would like to make a few initial comments and then 
be at your disposal. 

Senator McNamara. Go right ahead. 

Mr. Cotman. Skipping through, because of the pressure of time, 
the comments I had intended to make, the health needs of the aged 
have special characteristics in at least two respects—the volume and 
cost of services needed are appreciably greater than those for other 
age groups. The most needed programs for the elderly other than 
those for diagnosis and treatment, are for long-term supportive and 
rehabilitation services to ambulatory patients. 

At this point I associate myself with the comments of the second 
preceding witness. the Representative from Maryland, in her insistence 
on the need for home-care programs and care for ambulatory patients. 

There is a great need for such services and one of the real problems 
facing this committee is to devise a program that gives appropriate 
emphasis to them and decreases the emphasis on institutional care. 

Without adequate safeguards, any substantial amount of new money 
used to purchase health services for the aged will result in the 1 ‘apid 
development of institutions largely of ac ustodial nature. 

Even though such facilities are needed for many aged persons, they 
provide primarily food and shelter, not health services. They are 
of less use in maintaining or restoring self-sufficiency and do not 
cliscourage permanent incapacity and dependence. Our experience 
with mental and TB institutions over the past 25 years suggests that 
not only do custodial institutions make no significant contribution to 
the health of their patients, but also that their size and cost tends con- 
stantly to increase because there were few “cures”: few discharge 
except at death until active medical treatment programs were insti- 
tuted. 

BLUEF CROSS COVERAGE FOR THE AGED 


I would like to take a few moments to tell about what Blue Cross 
has been doing through the years for the aged persons. Since incep- 
tion, Blue Cross plans have encouraged persons to continue their 
membership as they reached retirement and continued on into their 
older years. This, we call our group conversion category of sub- 
scribers. We have consistently followed this policy for more than 
25 years. 

Thus, we are now doing more than any other single group to pro- 
vide health services to the aged on a prepayment basis. There has 
been a growing tendency on the part of employer and employee 
groups to include retirees as a part of the employed group with 
employer contribution. 

This was an important feature in the legislation providing health 
service benefits for Federal employees and we welcomed the impetus 
given to this development by the Federal Government. 

In addition, many Blue Cross plans now offer what we call non- 
group enrollment to persons over 65. The total of all these efforts 
now has resulted in about 4 million persons over 65 now eligible for 
benefits through Blue Cross. 
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COST OF HOSPITAL CARE FOR 65-AND-OLDER 





AGE GROUP 


We think this is an important contribution to the problems your 
committee is considering. It might be helpful if I made some com- 
ments as the variation in the costs of care to older persons. ‘These 
are not precise figures but on an overall basis we can say that 
hospital care needs of persons over 65 years of age are about 214 
times more costly than those of the total population. 

In that regard I would refer you to a recent publication of the 
Health Information Foundation in the Bulletin of February 1960, 
where in table 3 they give some detail of this. mye own judgment i is 
that this 214 times multiplier will probably increase as we go along 
because we are now dealing in these population groups with people 
that are just a little over 65—that are 65, 70, and 75. While we have 
a few in the older age groups, they are proportion: ately smaller than 
they will eventually become, so this 214 times multiplier will prob- 
ably go up to 3 and possibly higher. 

In m: aking any long-range ‘projections, you probably should use a 
multiplier of at least 3. May I emphasize that we are talking about 
the cost of hospital care. 

Much of the testimony before this committee has been about care 
for ambulatory patients, nursing home care as a substitute for hospital 
care. Our experience indicates that most of the general hospital care 
which is now being given is essential care. It is care for acute con- 
ditions. I doubt if the volume of that care can be greatly reduced. 
Most of these other services—nursing, home care, etc.—will be in 
addition to the hospital care now being received by persons over 65. 
We would be underestimating the cost of the program if we thought 
of these other services as a substitute for, and not as an addition to, 
general hospital care. 








BLUE CROSS EXPECTATIONS OF GROWTH 





I mentioned that we had about 4 million persons over 65 now 
covered by Blue Cross. It may be conservatively estimated that this 
membership will, in the next ‘few years, increase about three times 
as fast as the increase in this age group in the U.S. population. 

In other words, our program of continuing people after retirement 
is beginning to pick up speed. Because more and more of our active 
subscribers are moving into the older age groups, the rate of growth 
of the over-65 subscribers will undoubtedly accelerate. 

In the 2-year period between January 1, 1958, and January 1, 1960, 
there was an increase of about 21 percent in the number of people 
over 65 covered by Blue Cross. 

So much for general comments. I would like to add some personal 
comments, if I may. 

Senator McNamara. Go right ahead, sir. 

Mr. Cotman. The field of chronic illness has been a longtime inter- 
est, and I served as the volunteer secretary of the National Com- 
mission on Chronic Illness. 

All of the findings of that Commission support the comments 
you heard earlier by the lady from Maryland about the need for 
supportive and rehabilitative services for noninstitutionalized pa- 
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tients. Any organized health care program has essentially four ele- 
ments. In this current discussion we have paid perhaps too much 
attention to only one of these elements. 

The four elements of a health-care program are: Professional per- 
sonnel and supervision; facilities and capital funds—facilities and 
the source of capital funds to provide them; patients and the wise 
use of facilities that are made available to the patient—and this takes 
some discipline on the part of patient as well as on the part of physi- 
cians; and fourth, financing. 

These four elements are all interrelated and unless there is some 
balance and some interrelation between them in the program itself, 
you are going to get out of balance and it is for that reason that I was 
glad to see the Senator’s statement on the 23d of March when he 

said any program should emphasize self-reliance, independent living, 
and must shun institutionalization. I could not agree with anything 
more. 

But the thing I want to point out is that major new sources of 
income for health service tends to generate new facilities. As income 
becomes available, facilities begin to grow to use that income. 

This is particularly acute in the care of the aged because we have no 
clear distinction between what is custodial care and what is really 
health service. I would hope that any legislation you develop in this 
committee would make a sharp distinction between hospital and cus- 
todial care. 

If it is not made, we are going to have 10 years from now the same 
kind of a problem that some of us lived through in the past when we 
had county almshouses and mental hospitals that really had become 
repositories for casualties of society rather than health-service insti- 
tutions. 

COORDINATION OF SERVICES 


To generate a new growth of such repositories would be a tragedy 
for people and for any new program for the aged. Therefore, any 
program should include major emphasis on diagnostic, s supportive, and 
rehabilitative services and must not put any premium on bed care 
which is largely of a custodial nature. To do that, the care of the aged 
must be related or ganizationally and physically to the main stream of 
medical practice and research and planning. This has been done in 
some areas—the Baltimore City hospitals, in Cleveland’s Benjamin 
Rose Institute, at Montefiore, and Goldwater Memorial in New York 
and in some other places. 

It is this kind of tie-in with the main stream of medicine that will 
give this program the standards and the quality that will really mean 
good service to patients. I would hope that you will require that 
responsibility for the medical supervision of ‘all institutional care 
given under this program be in the hands of a medical staff organiza- 
tion that is at least equal to that required for accreditation of a general 
hospital. 

Without this kind of medical supervision, the program will drift 
into a custodial type of care and really not perform the service to 
older people that a program of this magnitude should perform. 


Thank you, Senator. I will be glad to provide any other informa- 
tion I can. 
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Senator McNamara. Thank you very much. We will ask you to 
stand by while we hear from Mr. van Dyke. Go right ahead, Mr. 
van Dyke. 


STATEMENT OF FRANK VAN DYKE, ASSOCIATE DIRECTOR, NEW 
YORK PREPAYMENT STUDY, PUBLIC HEALTH AND ADMINISTRA- 
TIVE MEDICINE, COLUMBIA UNIVERSITY 


Mr. van Dyke. I appreciate the opportunity to be here today. This 
subcommittee is to be commended for the work it has accomplished. 
The careful research it has produced thus far stands as a landmark 
in social research and will be used by scholars and students for many 
years tocome. 

I have prepared a statement for the use of the subcommittee. 
Rather than read the entire statement, I would like to summarize part 
of it and read the remainder. 

Senator McNamara. We will have the entire statement printed at 
this point in the record and you summarize as you wish. 

(The prepared statement of Mr. van Dyke follows :) 


PREPARED STATEMENT OF FRANK VAN DYKE 


My name is Frank van Dyke, and I am assistant professor of administrative 
medicine at the Columbia University School of Public Health and Administrative 
Medicine. The opinions I express today are my own. I suppose the reason I am 
here today is because the School of Public Health and Administrative Medi- 
cine has made studies which may have some bearing on the work of your 
subcommittee. 

This subcommittee through its researches has documented the inability of 
the majority of our older people to finance their health needs through their 
personal resources. 

The recent report by the Secretary of Health, Education, and Welfare to the 
Committee on Ways and Means of the House of Representatives cites various 
facts, such as (1) three-fifths of all persons 65 years and older have yearly 
money in¢omes of less than $1,000: (2) most of the aged do not have hospital 
insurance and few of them have surgical insurance: (3) most of the aged without 
insurance said they could not afford it or that the insurance had been terminated 
by the insurance companies. The facts cited by the Secretary of Health, Edu- 
cation, and Welfare refute many beliefs which appear to be widely held—for 
example, that relatives pay a significant share of the medical costs of aged 
persons. It would be burdensome to you for me to comment on data which are 
already before you. Experience has convinced me, based upon 5 years of work 
in New York State with the Joint Legislative Committee on Health Insurance 
Plans, the New York State Insurance Department, and a number of private 
groups, that Federal legislation is necessary if our older citizens are to have 
health security. 

One assumption which is made by some opponents of Federal action on health 
security for older people is that voluntary health insurance can do this job. 
The growth of voluntary health insurance has been impressive. It has certain 
weaknesses, however, which, as it is presently organized and operated, make it 
difficult to cover high-risk groups of the population, including the older persons, 
through this mechanism. One of these weaknesses is experience rating. By 
definition, experience rating discriminates against high-risk groups. But another 
and more subtle effect of experience rating of health insurance is an increased 
premium for almost everyone when they become older. A young person whose 
group has a low premium today must pay a high premium when he is old, simply 
because his current premium does not include a factor for his increased use of 
medical services when he hecomes old. This can be avoided through a lifetime. 
level premium for everyone: but, except for a few special groups such as the 
New York State employees, almost all health insurance premiums, including Blue 
Cross and Blue Shield, cost more for the old than for the young. So far as 
Blue Cross and Blue Shield are concerned, this differential premium is not 
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always based upon age as such but is reflected in a difference between group 
and nongroup rates. Most Blue Cross and Blue Shield plans, in contrast with 
the insurance companies, accept the principle of community rating. Some Blue 
Cross and Blue Shield plans, however, openly violate this principle, and almost 
all of them have higher rates for the same benefits for nongroup subscribers 
than for the same benefits for group subscribers. Since most persons over age 
65 are not part of the work force and consequently pay nongroup rates, their 
premiums in New York State can be as much as 50 percent higher for the same 
benefits as group subscribers receive. It should be noted that these rate dif- 
ferentials between group and nongroup subscribers are usually the result of 
requirements of State insurance law or of insurance department regulation. 
Once we accept the principle that groups should be segregated and each group 
should pay a premium based upon age, use of health services, occupation, and 
the like, it inevitably follows that high-risk, low-income persons will be unable 
to pay the premium. If this is so, why are so many older persons covered by 
health insurance? Part of the answer lies in their low benefits. As age in- 
creases, premiums increase and benefits shrink. 

The study by the New York State Insurance Department entitled “Voluntary 
Health Insurance and the Senior Citizen,’ published in 1958, discloses that 
“policies for 80 percent of the persons covered by hospital expense policies with 
continuance and 70 percent of the persons covered by surgical expense policies 
with continuance, provide such benefits on a reduced basis * * *.”°* These facts 
should not be confused with another set of figures in the same report. In 1956 
only 22.9 percent of persons covered by group health insurance contracts of life 
and casualty companies for hospital expense benefits (4,423,847 persons in 
New York State) and the right to convert their policies upon leaving work.’ 
In brief, less than one-fourth had the right to convert at all, and of that one- 
fourth, 8O percent had their benefits reduced. The recent effort by the insur- 
ance companies to provide special policies for persons over age 65 is laudable 
but ineffective. Premiums of $70 or $80 a year for part-payment hospital policies 
must be considered in relation to the three-fifths of persons 65 years of age 
and over whose money income is less than $1,000 a year. Can or should such 
persons pay 10 or 15 percent of their inadequate incomes for inadequate hospital 
benefits? 

Another factor militating against the insurance industry's ability to provide 
health security for older persons is its practice of placing upper age limits on 
insurance policies and of canceling policies. This, plus sale of group insurance 
which terminates when an employed person leaves his job, creates a pool of 
high-risk older persons, who, if they are to have insurance at all, must buy 
nongroup, low-benefit, high-premium policies. 

Still another obstacle to any kind of comprehensive health insurance for 
the aged is revealed by scanning the loss ratio tables appended to this statement. 
These loss ratios are taken from the annual publication of the New York State 
Insurance Department entitled “1958 Loss and Expense Ratios.” All of the 
figures cited here are nationwide unless indicated otherwise. The ratios are for 
nongroup business. Coverage of the aged, as I have said, is primarily nongroup 
because most people over age 65 are not part of the work force. These figures 
show the cost of providing nongroup health insurance for all nongroup policy- 
holders, including the aged. 

On the first page of the appended tables, in the first column headed “Com- 
pany,” you will notice that all insurance companies have been grouped under 
four headings which indicate their type of ownership. The second column, 
headed “Net premiums earned (countrywide).” is self-explanatory. Now look 
at column 4, headed “Losses incurred ‘E.’” You will see that the stock com- 
panies with more than $43 million in net business had incurred so-called losses 
of 42.2 percent in 1958, mutual companies with less than $4 million in net premi- 
ums incurred losses of 75.3 percent, life and accident and health companies 
with $152 million in net premiums incurred losses of 55.1 percent, and reinsur- 
ance companies with net premiums of approximately $4 million incurred losses 
of 41.3 percent. You will see from this the vast bulk of nongroup health in- 
surance is done by two types of companies, the stock companies and the life 
and accident companies. In insurance terminology “losses incurred” means 
claims paid. So, in 1958 the stock companies paid out 42.2 percent of the money 


1“Voluntarv Health Insurance and the Senior Citizen,’ State of New York Insurance 
Denortment. February 1958, p. 27. 
? Thid., p. 29. 
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they collected in premiums for health benefits and the life and accident com- 
panies paid out 55.1 percent for this purpose. Where did the rest of the money 
go? The stock companies paid out 36.3 percent of all the money they collected 
for brokerage fees, commissions, and advertising, and the life and accident com- 
panies paid 25.4 percent for these purposes. (See columns “Commissions and 
brokerage ‘W’” and “Other acquisition ‘E.’") Thus it costs these companies 
36.3 and 25.4 percent, respectively, to sell nongroup health insurance. In view 
of these statistics, how is it possible to argue that commercial insurance is 
eapable of providing health security for the aged at a reasonable premium? 
A 42.2- or 55.1-percent return on the dollar in nongroup business is in sharp 
contrast to a much higher return in benefits to group subscribers. But for 
nongroup subscribers the insurance industry is prevented from providing any 
reasonable return to the sick and injured by its methods of doing business. I 
believe this is an inefficient and costly method of providing health insurance to 
older persons, most of whom are on reduced incomes. 

Generally, the Blue Cross plans cover more older people with relatively high 
benefits than do insurance companies. This is due in part to their policy of 
not terminating any subscriber for reasons of age. The picture is an uneven 
one, however. In a few of the 79 Blue Cross plans, such as the Rochester, 
N.Y., plan, the number of persons over 65 who are plan subscribers is approxi- 
mately in the same proportion as such persons to the general pupulation. Most 
of the Blue Cross plans, however, fall far short of this. But, in addition to the 
relatively few persons covered, many of the plans have inadequate benefits for 
their older members. An illustration of this is the New York City plan. This 
is the largest Blue Cross plan in the country. They have approximately 7,275,- 
000 subscribers. Their contract provides for 21 days in the hospital with partial 
payment after that for 180 days. The research staff of the Columbia University 
School of Public Health and Administrative Medicine has prepared a report on 
certain aspects of New York State Blue Cross plan. This report will be pub- 
lished shortly. The New York City Blue Cross plan cooperated with the univer- 
sity in data gathering. One of the findings of the report is as follows: In 
March 1958, 3,692 New York City Blue Cross patients who were discharged from 
the hospital in that month had hospital stays of 22 days or longer. Ona yearly 
basis this amounts to about 40,500 persons covered by the New York City plan 
whose full benefits end after they remain in hospitals longer than 21 days. In 
March 1958, 26 percent of all patients who exhausted full benefits were 65 years 
of age and over, although only about 4 percent of all New York City Blue Cross 
patients were age 65 or more. 

The point I am making is not that Blue Cross coverage is poor but that in 
many instances specific benefits are not adequate, particularly for older people 
whose length of stay, as we know, is much longer than the average length of 
stay for all persons. Yet the New York City Blue Cross contract, inadequate 
as it is, is far superior in its coverage to that now held by most insured persons 
65 years of age or older through commercial insurance. 

It might reasonably be said, in reply to everything I have said thus far, that 
all these facts may be so—but can’t we get the insurance industry to change 
some of its practices? Can’t we get Blue Cross to stop experience rating? 
Can’t we get insurance departments to change some of their regulations? Thus, 
in these and other ways, we could make it as simple as possible for older persons 
to pay reasonable premiums for a high level of health security. After 5 years 
of experience in working with some of these problems in New York State, I 
have concluded that we cannot expect the providers of insurance or the appro- 
priate State governmental bodies to make the sweeping changes necessary to 
provide older persons with high-level health insurance benefits at a price they 
ean afford to pay. 

Five years ago the Joint Legislative Committee on Health Insurance Plans 
of the New York State Legislature asked the School of Public Health and Ad- 
ministration Medicine to study ways of increasing the number of people covered 
by voluntary health insurance and of increasing benefits for those already cov- 
ered. Over a period of several years, studies were made by the staff under the 
direction of Dr. Ray E. Trussell, dean of the school, and later by the New York 
State Insurance Department, which disclosed the following general facts about 
commercial health insurance policies: 

1. Most group policies terminated with end of employment. 


2. Most group policies which did not terminate with employment provided 
reduced benefits after the employee left work. 
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3. An infinitesimal fraction of nongroup policies were lifetime, noncancelable, 
guaranteed renewable, and a small fraction were noncancelable, guaranteed 
renewable up to a specified age limit. 

4. In the course of 1 year several thousand policies were canceled, restricted 
by rider, rescinded, or compromised by cash settlements upon agreement of the 
policyholders to terminate the policy. 

The implications of these practices are obvious. If people lose their insur- 
ance at the option of the insurance company when they become sick, unemployed, 
or old, we can expect the publie to pick up the check for the medical care of 
persons discarded by the insurance companies. A few weeks ago Governor 
Rockefeller said, in a special health message to the New York State Legislature, 
that the total costs in New York State for operation of acute short-term hospitals 
were $600 million, of which public expenditure counted as $200 million. If we 
add to this State and local tax funds for hospital care for mental illness and 
tuberculosis, more than 50 percent of the money spent on hospital care in New 
York State comes from tax funds. In addition to this, the Federal Govern- 
ment, through the Veterans’ Administration and other agencies, spends a large 
sum of money for hospital care in New York State. In the light of this picture 
it seems unreasonable to accuse advocates of health security for the aged, of 
socialism. A sound plan of health insurance for the aged would release State 
and local tax resources for other essential health needs or for other purposes. 

In the course of our studies, interviewers directed by the National Opinion 
Research Center talked with a number of persons whose policies had been can- 
celed or nonrenewed. Here is one case which was reported : ® 

Question. Why don’t you have that insurance any more? 

Answer. It was canceled. We were all sick—my wife, my son, and I—and 
they said we were getting too much. They were paying too much. I felt bad 
because we were in it a long time and I felt badly. They are in business and 
ean't always gain. I feel that the reason was what they gave us. They were 
paying out too much. As long as I was able to pay for it, the policy should 
have been kept in force. I think maybe they would have made up what they 
lost before and should have continued. If I am sick again I will need to go toa 
city hospital. That’s all I can do and I will have to make the best of it. 

Here is another case: * 

Case 626-013: This is a retired couple. The man is 79; his wife is 69. Up 
until recently they had been living primarily on the proceeds of their dairy farm. 
Their cash income last year was $1,900. 

Both Mr. and Mrs. B were covered by a health insurance plan until 1951. 
This was an insurance company plan obtained through Mr. B’s place of employ- 
ment. They are no longer covered by the plan because, as Mr. B put it, he 
retired in 1951 and “after you retire you don’t belong to anything.” 

In the 12 months preceding the interview, this couple had medical exnenses 
amounting to $1,141.50. In order to pay the medical expenses of over $1,100, 
with which Mr. and Mrs. B were faced during the year, they withdrew $800 
from their savings and sold their cows. As a result, they no longer have an 
income from the dairy. 

As a result of these studies, legislation was drafted which would prohibit the 
cancellation of health insurance once issued, forbid the issue of policies termina- 
ble at any age, and require all group health insurance to be convertible. An 
important feature of this proposed legislation was that it introduced the concept 
of a level premium for life. This means that all people regardless of age would 
pay the same premium for the same benefits. Its effect on premiums would 
have been to increase group premiums from 10 to 15 percent, and lower conver- 
sion premiums by a substantial percent. Legislation was introduced by Senator 
Metcalf, and several public hearings were held. Supporting nonterminable, re 
newable-for-life health insurance was a variety of community organizations, 
church groups, and labor unions. Opposition was expressed by the insurance 
companies and by spokesmen for industry. Several points were made by oppo- 
nents of the bill which need to be taken into account today. One objection was 
that legislation which would increase the price of health insurance for an em- 
ployer or a union would drive unions and employers to self-insurance. Another 
point was that State legislation which increased the cost of health insurance 


3“Report of the Joint Legislative Committee on Health Insurance Plans,” 1957, State 
of New York, Legislative Document No. 49, p. 69. 
*Ibid., pp. 84—S5. 
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would drive industry from the State. Both industry and the insurance com- 
panies in New York State thus provide reasons why action, if any is to come, 
must be taken at the Federal rather than the State level. 

Efforts to meet the problem of providing a system of voluntary health insur- 
ance for everyone who could afford to pay for it did not stop here, however. The 
New York State Insurance Department, under the direction of Julius Wikler, then 
superintendent of insurance, studied the matter further and issued the Downey 
report.’ 

Governor Harriman, in a message to the legislature, urged passage of legisla- 
tion which would require conversion and prohibit cancellation. The legislation 
which was enacted was minimal. Governor Rockefeller this year again urged 
passage of legislation in this field. Late in March of this vear the legislature 
passed a measure which would require convertibility privileges for group health 
insurance. This bill, while a step forward, allows the companies to charge a 
premium based upon the actual costs of health care of persons who leave group 
coverage plus up to 20 percent for administration. Based upon what we know 
of actual use of services of people over age 65, the premium will be at least two 
and a half times as much as group coverage. Thus a $10-a-month health insur- 
ance premium on a group basis would cost $25 a month for the same benetits for 
persons over age 65. 

So, after 5 years of effort on the part of many hundreds of people, some legis- 
lation to remedy one of the basic defects of private health insurance has been 
passed in 1 State of the 50 States of the Union. Looking at this picture dispas- 
sionately, it is not possible to be hopeful about remedying the inherent defects of 
voluntary health insurance for coverage of older persons through State action in 
any reasonable period of time. 

In the context of my remarks thus far not a great deal has been said which 
puts either the commercial companies or to a lesser degree the nonprofit plans in 
an especially favorable light. This is because these various organizations, with 
a few exceptions, have not been able, in spite of intensive effort on the part of 
some, to meet the health insurance needs of our older citizens. In the main they 
have been unable to meet these needs not through lack of willingness. The prob- 
lem is that given their basic policies of operation they cannot produce a good 
enough product at a price older persons can afford to pay. I believe that the 
enactment of an adequate Federal health insurance plan for persons over 65 will 
be the impetus for an enormous growth of voluntary health insurance. On a 
group basis it will mean a premium reduction for those employers and unions 
who now have health plans which include any substantial percentage of retired 
workers. For most nongroup policyholders it will make possible some premium 
reduction or an equivalent increase in benefits. And for persons over 65 who 
wish to retain hospital or other coverage they now have or to convert their cover- 
age to some other kind of health insurance, it will mean very sharp premium 
reductions. Let me illustrate what I mean. Using the Rochester, N.Y., Blue 
Cross plan as an example, a 60-day-per-year Federal hospital benefit would en- 
able that Blue Cross plan to reduce the nongroup rate to a point not greater than 
10 percent more than the group rate. The nongroup rate is now considerably 
more than that. It would also enable the plan to offer hospital benefits and 
other kinds of benefits to persons over age 65 which would supplement the Fed- 
eral benefits. for a dollar or so a month per person. Caution must be used in 
applying these particular figures which T have roughly caleulated for the 
Rochester Blue Cross plan, to other situations. Actuaries would need to work 
out the actuarial figures for each nonprofit plan or insurance company, because 
one of the factors in determining any rate change is the exact proportion of per- 
sons currently insured who are age 65 and over to all other policyholders, and 
this, of course, varies from place to place and organization to organization. To 
repeat: I believe Federal health insurance for persons over age 65 will bring 
about substantial increase in voluntary health insurance. 

There are two more things I would like to say. First of all. whatever legisla- 
tion is considered, IT recommend that the service benefit principle of payment to 
providers of service be adopted. Indemnity payments, by their very nature, un- 
necessarily increase the cost of medical care. If you do not have evidence on 
this point it can be provided by some of the labor unions which have had experi- 
ence with this method of payment. Any Federal program, however limited the 


5“Voluntary Health Insurance and the Senior Citizen,” State of New York Insurance 
Department, Feb. 26, 1958. 215 pp. 
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benefits may be, should pay the full cost of those benefits. Using these Federal 
benefits as a base, beneficiaries could then purchase additional benefits from 
private and voluntary insurance. The cost of that voluntary insurance need not 
be excessive as demonstrated by my reference in the preceding paragraphs to 
the Rochester, N.Y., Blue Cross Plan. 

The last point I would like to touch upon is standards for care. One of the 
problems which needs to be faced in providing hospital benefits or other medical 
care benefits through the social security system or other methods of Federal 
financing is the cost. The income of persons over age 65 is low and I cite again 
the statistic that 60 percent of them have cash incomes of $1,000 or less. The 
temptation to use a hospital benefit to supplement income would in some cases be 
great. How can we see that beneficiaries of Federal medical care benefits receive 
the care they need and at the same time not more than they need? The way does 
not lie through coinsurance or deductibles. We should not erect financial barriers 
to access to health services for aged persons. Experience in the United States 
has shown that the best way to get the most for a medical care dollar is to tie 
expenditure to accepted standards of medical and hospital practice. Other people 
are more qualified than I to assist you with advice on the importance of standards 
of medical care as such standards affect patients. I would like to discuss this 
subject solely in terms of cost. As I see it, the cost of medical care can be kept 
within limits by insistence upon getting a dollar in value for a dollar spent. For- 
tunately, we have had ample precedent in the United States for doing exactly 
that. First of all, we have various professional standard-setting bodies whose 
members exercise peer judgment in evaluating the work of their colleagues. The 
specialty boards and various colleges within the medical profession itself are one 
example. The Joint Commission on Accreditation of Hospitals, an approval 
agency sponsored by the American Hospital Association, the American Medical 
Associatiou, the American College of Surgeons, and the American College of 
Physicians, establishes and reviews approval standards for hospitals. Other 
professional groups exercise similar functions in establishing minimum levels 
of performance. 

Let me illustrate the relationship between medical care costs and medical care 
standards by one example. To be accredited a hospital must see that a path- 
ologist examines and reports upon tissue removed from a patient. These reports 
are reviewed by the medical staff. In any well-run hospital physicians who 
unnecessarily remove normal tissue thus are confronted with the judgment of 
their colleagues. This check upon unnecessary surgery serves to reduce the 
admissions for surgery in an accredited hospital. No one in the health profes- 
sions would argue that the accreditations standards for hospital care are particu- 
larly high or that they assure a high level of medical care in all instances. But 
these standards as well as others employed by physicians, nurses, etc., serve to 
set a floor on the kind of medical care people receive. and a byproduct of these 
minimum standards is a brake on unnecessary hospital or medical care with a 
consequent saving of money. 

There is one area of medical care where as yet, unfortunately, there are no 
accepted standards, and this is nursing home care. Fewer than half of the 
nursing homes in the country are fire-resistant, and fewer than half of them have 
continuous supervision of graduate professional nurses. The average proprietary 
nursing home is too small to provide good medical care and rehabilitation care 
at an economic cost. If it is decided to provide nursing home care as a benefit 
in Federal legislation, these facts should be taken into account. It has been 
demonstrated that in areas where Blue Cross pays for substandard hospital care, 
substandard hospitals spring up and flourish. Wise legislation, however, could 
encourage standard setting and the consequent growth of acceptable nursing 
homes. It would be a great mistake for the Federal Government to ignore 50 
years of work by the various health professions to establish and enforce perform- 
ance standards. 

There is ample precedent for the Federal and State Governments to interest 
themselves directly in the kind of care received by persons under their auspices. 
An instance in point is the system of Federal grant-in-aid programs for health. 
The program for crippled children of the Children’s Bureau is a good example. 
Two general principles are embodied in their administration of Federal funds, 
namely: 

1. Minimum standards for care of children by physicians and hospitals. 
These standards are set in cooperation with the various approval bodies of 
physicians, hospitals, ete. 
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2. Improved standards which reasonably can be expected to be attained 
within a few years. This is accomplished in part by use of a tiny fraction of 
Federal funds for demonstrations of improved care, training of personnel, and 
payment for consultants who work directly with administering agencies. 

States, too, use this general approach in medical care programs which they 
administer. For example, the New York State Department of Health in its 
medical rehabilitation program has worked with the medical profession to 
establish approved panels of physicians. Patients cared for under the program 
are thus assured a reasonable standard of care and the public is assured that 
its money has been wisely spent. 

I believe, therefore, by using traditional techniques employed by the profes- 
sions and by the Government in provision of medical care in this country, we 
can assure ourselves that our older people would receive the kind of care they 
need and at the same time assure a prudent use of funds. 

In conclusion let me say that I endorse the old age and survivors insurance 
approach to payment for health security for persons over age 65. This is the 
simplest and most economical way we have yet found for enabling the working 
population to make fixed payments which can be translated into fixed insurance 
benefits. Voluntary health insurance has not yet learned the way to collect a 
level premium — everyone and transiate it into level benefits for everyone, 
regardless of ag By removing from voluntary health insurance a grave social 
problem which it has been unable to solve, we may enable the insurance com- 
panies and the nonprofit plans to provide a high level of coverage for persons 
under age 65. 

Senator McNamara. Proceed. 

Mr. van Dyke. I have been associated for 5 years with some of 
the attempts of the government of New York State to meet the health 
insurance needs of the aged. ‘Two Governors and several legislatures 
have struggled with this problem and up to now the results have not 
been successful. The reasons for this lack of success are several. 

Firt of all, we are dealing with a section of the population which 
has relatively low incomes. Second, the insurance industry by its 
methods of doing business has established barriers to coverage of 
older persons. Experience rating discriminates against high- risk 
groups. Differential premiums between group policyholders and 
nongroup policyholders, based upon use of services, require higher 
premiums for the elderly. Reduction of benefits upon retirement is 
common. 

The study by the New York State Insurance Department, entitled 
“Voluntary Health Insurance and the Senior Citizen,” published in 
1958, discloses that “policies for 80 percent of the persons covered by 
hospital expense policies with continuance and 70 percent of the per- 
sons covered by surgical expense policies with continuance, provide 
such benefits on a reduced basis * * *.” These facts should not be 
confused with another set of figures in the same report. 

In 1956 only 22.9 percent of persons covered by group health in- 
surance contracts of life and casualty companies for hospital expense 
benefits (4,423,847 persons in New York State) had the right to con- 
vert their policies upon leaving work. In brief, less than one-fourth 
had the right to convert at all and of the one- fourth, 80 percent had 
their benefits reduced. The recent effort by the insurance companies 
to provide special policies for persons over 65 years of age is laudable 
but ineffective. Premiums of $70 or $80 a year for part- payment 
hospital policies must be considered in ‘relation to the three-fifths of 
persons 65 years of age and over whose money income is less than 
$1,000 a year. 
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Now, another obstacle to any kind of comprehensive health insur- 
ance for the aged is revealed by scanning the loss ratio tables ap- 
pended to this statement. This material is taken from this book 
which I would like to leave with you for your perusal. It is an an- 
nual publication of the New York State Insurance Department, 
entitled “1958 Loss and Expense Ratio.” The tables are an exact 
reproduction of pages 54 through 61. 

Senator McNamara. We would like to include it in the record as 
an exhibit at this point for reference. 

(The tables referred to above follow :) 
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Mr. van Dyxe. All of the figures cited here are nationwide unless 
indicated otherwise. The ratios are for nongroup business. Cover- 
age of the aged, as I have said, is primarily nongroup, because most 
people over age 65 are not part of the work force. These figures 
show the cost of providing nongroup health insurance for all non- 
group policyholders, including the aged. 

On the first page of the appended tables, in the first column headed 
“Company” you will notice that all insurance companies have been 
grouped under four headings which indicate their type of ownership. 

The second column, headed “Net Premiums earned (countrywide) ” 
is self-explanatory. 

Now, look at column 4, headed “Losses incurred E.” You will see 
that the stock companies with more than $43 million in net business 
had ineurred so-called losses of 42.2 percent in 1958, mutual companies 
with less than $4 million in net premiums incurred losses of 75.3 
percent, life and accident and health companies with $152 million 
in net premiums incurred losses of 55.1 percent, and reinsurance 
companies with net premiums of approximately $4 million incurred 
losses of 41.3 percent. You will see from this, the vast bulk of non- 
group health insurance is done by two types of companies—the stock 
companies and the life and accident companies. In insurance ter- 
minology “losses incurred,” means claims paid. So, in 1958 the stock 
companies paid out 42.2 percent of the money collected for health 
benefits, and the life and accident companies paid out 55.1 percent 
for this purpose. Where did the rest of the money go? The stock 
companies paid out 36.3 percent of all the money they collected for 
brokerage fees, commissions, and advertising, and the life and accident 
companies paid 25.4 percent for these purposes (see columns “Com- 
missions and brokerage W” and “Other acquisition E”). Thus it costs 
these companies 36.3 percent and 25.4 percent, respectively, to sell non- 
group health insurance plus additional amounts for administration. 

In view of these statistics, how is it possible to argue that commercial 
insurance is capable of providing health security for the aged at a 
reasonable premium? A 42.2 percent or 55.1 percent return on the 
dollar in nongroup business is in sharp contrast to a much higher re- 
turn in benefits to group subscribers. But for nongroup subscribers 
the insurance industry 1s prevented from providing any reasonable 
return to the sick and injured by its methods of doing business. I be- 
lieve this is an inefficient and costly method of providing health in- 
surance to older persons, most of whom are on reduced incomes. 

The implications of these practices are obvious. If people must 
pay high premiums for poor benefits or lose their insurance at the 
option of the insurance company when they become sick, unemployed, 
or old, we can expect the public to pick up the check for the medical 
care of persons discarded by the insurance companies. 

A few weeks ago Governor Rockefeller, in a special health message 
to the New York State Legislature, said that the total costs in New 
York State for operation of acute short-term hospitals were $600 mil- 
lion, of which expenditure by the public counted as $200 million. 

If we add to this State and local tax funds for hospital care for 
mental illness and tuberculosis, more than 50 percent of the money 
spent in hospital care in New York State comes from tax funds. In 
addition to this, the Federal Government, through the Veterans’ Ad- 
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ministration and other agencies, spends a large sum of money for 
hospital care in New York State. 

In the light of this picture it seems unreasonable to accuse advocates 
of health security for the aged of socialism. A sound plan of health 
insurance for the aged would release State and local tax resources for 
other essential health needs or for other purposes. 

As a result of studies by Columbia University and by the New York 
State Insurance Department, legislation was drafted which would 
prohibit the cancellation of health insurance once issued, forbid the 
issue of policies terminable at any age, and require all group health 
insurance to be convertible. 

An important feature of this proposed legislation was that it intro- 
duced the concept of a level premium for life. ‘This means that all 
SS regardless of age, would pay the same premium for the same 

nefits. Its effect on premiums would have been to increase group 


premiums from 10 to 15 percent, and lower conversion premiums by a 
substantial percent. 


REACTION TO PROPOSED HEALTH INSURANCE LEGISLATION IN NEW YORK 


Legislation was introduced by Senator Metcalf, and several public 
hearings were held. Supporting nonterminable, renewable-for-life 
health insurance was a variety of community organizations, church 
groups, and labor unions. Opposition was expressed by the insurance 
companies and by spokesmen for industry. Several points were made 
by opponents of the bill which need to be taken into account today. 
One objection was that legislation which would increase the price of 


health insurance for an employer or a union would drive unions and 
employers to self-insurance. Another point was that State legislation 
which increased the cost of health insurance would drive industry from 
the State. Both industry and the insurance companies in New York 
State thus provide reasons why action, if any is to come, must be taken 
at the Federal level rather than the State level. 

Governor Harriman, in a message to the legislature, urged passage 
of legislation which would require conversion and prohibit cancella- 
tion. The legislation which was enacted was minimal. Governor 
Rockefeller this year again urged passage of legislation in this field. 
Late in March of this year the legislature passed a measure which 
would require convertibility privileges for group health insurance. 
This bill, while a step forward, allows the companies to charge a pre- 
mium based upon the actual costs of health care of persons who leave 
group coverage plus up to 20 percent for administration. Based upon 
what we know of actual use of services of people over age 65, the pre- 
mium will be at least 214 times as much as group coverage. Thus : 
$10-a-month health insurance premium on a group basis would cost 
$25 a month for the same benefits for persons over age 65. 

So, after 5 years of effort on the part of many hundreds of people, 
some legislation to remedy one of the basic defects of private health 
insurance has been passed i in one State of the 50 States of the Union. 

Looking at this picture dispassionately, it is not possible to be hope- 
ful about remedying the inherent defects of voluntary health insurance 
for coverage of ‘older persons through State action in any reasonable 
period of time. 
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FEDERAL HEALTH INSURANCE CAN STIMULATE GROWTH OF VOLUNTARY 
PLANS 


I believe that the enactment of an adequate Federal health insurance 
plan for persons over 65 will be the impetus for an enormous growth 
of voluntary health insurance. On a group basis it will mean a pre- 
mium reduction for those employers and unions which now have 
health plans that include any substantial percentage of retired work- 
ers. For most nongroup Poncyneee it will make possible some 
premium reduction, or an equivalent increase in benefits. 

And for persons over 65 who wish to retain hospital or other cover- 
age they now have or to convert their coverage to some other kind of 
health insurance, it will mean very sharp premium reductions. 

Let me illustrate the thing I mean. Using the Rochester, N.Y., 
Blue Cross plan as an example, a 60-day per year Federal hospital 
benefit would enable that Blue Cross plan to reduce the nongroup rate 
to a point not greater than 10 percent more than the group rate. The 
nongroup rate is now considerably more than that. It would also 
enable the plan to offer hospital benefits and other kinds of benefits to 
persons over age 65 which would supplement the Federal benefits for 
a dollar or soa month per person. Caution must be used in applying 
these particular figures, which I have roughly calculated for the 
Rochester Blue Cross plan, to other situations. Actuaries would need 
to work out the actuarial figures for each nonprofit plan or insurance 
company, because one of the factors in determining any rate change 
is the exact proportion of persons currently insured who are age 65 
and over to all other policyholders and this, of course, varies from 
place to place and organization to organization. To repeat: I believe 
Federal health insurance for persons over age 65 will bring about a 
substantial increase in voluntary health insurance. 

The prepared statement contains a suggestion that health insurance 
legislation for persons over age 65 contain standards or require the 
administrator of the plan to establish standards. I believe that by 
doing this, it will be possible to keep the costs of the program to a 
reasonable level. 


USE OF SOCIAL SECURITY MECHANISM ENDORSED 


In conclusion, let me say that I endorse the old-age and survivors 
insurance approach to payment for health security for persons over 
age 65. This is the simplest and most economical way we have yet 
found for enabling the working population to make fixed payments 
which can be translated into fixed insurance benefits. Voluntary 
health insurance has not yet learned the way to collect a level pre- 
mium from everyone and translate it into level benefits for everyone, 
regardless of age. By removing from voluntary health insurance a 
grave social problem which it has been unable to solve, we may enable 
the insurance companies and the nonprofit plans to provide a high 
level of coverage for persons under age 65. 

Thank you. 

Senator McNamara. Thank you very much, Mr. van Dyke. 

I think that is a very scholarly statement—perhaps the most 
scholarly one we have had. I am sure your studies are very complete 
and this testimony is very interesting. 
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May I ask either of you gentlemen or both of you the following 
question : 

It has been stated in our testimony over and over that the more 
successful nonprofit groups like Blue Cross become in covering the 
elderly, the more difficult become their financing problems, since the 
elderly are in such high risk groups. 

Would you comment on that, Mr. Colman? 

Mr. Cotman. To a great degree, this is true. The only question 
then is whether or not the total population wants this kind of bene- 
fit and is willing to pay for it. 

Thus far our 55 million subscribers have appreciated what we 
have done in this area and have been willing to pay for it. 

There is no doubt that it raises the cost of benefits for all subscribers 
and on that: point I am sure Mr. van Dyke would agree if I asked 
that the record show that, as he was talking in the earlier part of his 
statement, he was talking about the insurance industry and not the 
nonprofit plans, because our return to subscribers last year was 93- 
and-a-fraction percent of the premium dollar collected. Since, in 
the latter part of his statement he did use a Blue Cross plan as an 
example, I did not want the first part of his statement associated with 
Blue Cross. 

Mr. van Dyke. I should like to make that perfectly clear; and, 
further, I tried to make clear in the statement although perhaps it 
was not as clear as it should be that my remarks were directed to the 
insurance companies’ nongroup business, not to their group business. 

The private insurance companies’ return on their group business is 
much higher than the figures I cited for nongroup Cotes 

Senator McNamara. Mr. Colman, you would by that remark in- 
dicate that about 7 percent was the total cost of overhead for your plan. 

Mr. Cotman. Six and a fraction last year. 

Senator McNamara. Our experience shows us that now the over- 
head cost of the social security system is about 5 percent. 

In other words, about 95 percent is returned to the beneficiary. 

Mr. Colman, do you think the senior citizens’ policies now being 
offered, either by profit or nonprofit organizations, would really meet 
the health needs of the elderly within their financial limitations ? 

Mr. Cotman. No; not completely, but the point I want to em- 
phasize is that under any broad view of the health needs of the aged, 
the real problem is not the health insurance policies that are avail- 
able. The real problem is the availability of services. 

In many areas of the country you just cannot buy the services that 
the aged really need. Many of the professional studies that have 
been done in this area will support that position. 

, Genetor McNamara. Mr. van Dyke, do you have any comment on 
that ¢ 

Mr. vAn Dyke. Well, Senator, I would say this: A first-rate Blue 
Cross policy that provides, let’s say, a 120-day contract, which in- 
cludes almost everything for care in the hospital, costs the family 
about $10 a month. 

Now this is on a group basis. If you segregate the aged, using the 
figures that Mr. Colman used and I used in my statement, it would 
cost about 21% times as much to take care of the people over 65. Thus 


a $10 policy before retirement, for a family, would cost $25 after re- 
tirement. 
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This $25 a month needs to be considered in relation to a money 
income which we are told by the Department of Health, Education, 
and Welfare is less than $1,000 a year for 60 percent of persons over 
age 65. 

“Mr. Corman. Would you not agree, though, Mr. van Dyke, that the 
charge made by Blue Cross for such coverage is nothing like 21% times 
the cost of the group policy. 

Because of our community rating approach, we have spread that 
cost over the entire population and had it accepted by them. 

The point I was trying to make is that 120 days of hospital care, 
important as it is, is not a health care program for the aged. 

Mr. van Dyke. I accept Mr. Colman’s statement. I was really re- 
plying to your question, Senator. 

f you segregate the aged out of the total population and then try 
to have a rate which would bear the actual cost, it would be 21% times 
as much. 

But Blue Cross plans do the best they can, within the insurance 
regulations of the States to include persons over age 65 in rates which 
apply to the entire population. The point I wish to emphasize, how- 
ever, is that not all Blue Cross plans try to include old persons at a 
community rate and even those plans which do try have not been com- 
pletely successful. 

Senator McNamara. While we are talking about that, I made a 
statement that I would like to correct that the present cost was about 
5 percent in the social security program. ‘That was incorrect. The 
estimate is that if we covered the need of the older people under the 
social security system, it would cost about 5 percent. The present cost 
of administering the social security system is 244 percent, not 5 per- 
cent as I previously stated. 

I think the record should be corrected. 


AGED COVERED BY BLUE CROSS 


Mr. Colman, how many people 65 and over are covered under Blue 
Cross as of January 1? 

Mr. Cotman. About 4 million. That is an estimate but the best 
estimate we can make. 

Senator McNamara. Do you have any estimate of how many are 
still employed in this 4 million ? 

Mr. Cotman. No, I do not. I would say—this is a “horseback” 
opinion—possibly 2 million. 

Senator McNamara. Possibly half of them. That would mean that 
about half of them were retired. 

Mr. Cotman. Yes. 

Senator McNamara. Do you know how many 

Mr. Corman. Waita minute. I had better qualify that. 

We do not know how many are employed. What I really meant was 
the number covered through nongroup coverage rather than group 
coverage. 

Whether those covered under group coverage are employed or not 
is another question. My guess is that in the frame of reference that 
you asked the question, the number who are retired is probably con- 
siderably higher than half of the 4 million. 
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Senator McNamamra. Probably 3 million. 

Mr. Cotman. More like that. 

Senator McNamara. Do you have any idea of how many of those 
were individual policies prior to retirement ? 

Would you have any way of estimating that? 

Mr. Cotman. I am not sure enough of that to even make a guess 
but I will try to give you an estimate and give that to you in writing 
later, Senator. 

Senator McNamara. We would like that for our record. I suppose 
that would indicate how many remaining were conversions from 
group policies so that would answer those questions? 

(The information requested follows :) 

BLvuE Cross ASSOCIATION, 
New York, N.Y., April 19, 1960. 
Mr. StpNEY SPECTOR, 
Staff Director, Subcommittee on Problems of the Aged and Aging, 


Committee on Labor and Pubiie Welfare, 
U.S. Senate, Washington, D.C. 

Dear Mr. Spector: I write to supply the information requested of me during 
the recent testimony before the subcomniittee. 

The question, you will remember, was what proportion of our membership 
over 65 years of age was enrolled on a group basis as direct payment conver- 
sions from group, and what proportion was enrolled on a nongroup direct 
payment basis. 

A recent study of 20 representative plans indicates that, of the members over 
65 years of age, 51.1 percent maintain their membership through group en- 
rollment, 27.3 percent maintain their membership on a direct payment basis as 
group conversions, and 21.6 percent maintain their membership on a direct pay- 
ment basis as nongroup enrollees. 

I trust this is the information desired. Should there be anything further we 
can supply we shall be happy to do so. 

Sincerely, 
J.D. CoLMAN, Vice President and Secretary. 

Mr. Cotman. Right. 

Senator McNamara. How many plans have a senior citizen policy 
permitting original issuance of a policy at age 66 to a retired person ? 

Mr. Cotman. There are 16 plans that have no age limit for initial 
nongroup enrollment. 

They serve 26 percent of the U.S. population—areas in which 26 
percent of the U.S. population 65 and over reside. 

There are 19 plans serving another 21 percent of the USS. 
population 65 and over that have s eg certificates for persons over 
65 and there are 8 plans serving about 15 percent of the population 
that are in the current process of offering, or getting authority to offer 
such a program. 

There are two other plans serving about 3 percent of the population 
over 65 that offer enrollment to persons up to age 66 and up to age 
70. 

Senator McNamara. Thank you very much. 

What is the average cost in premiums and what do they provide? 

Mr, Corman. There is no definitive answer to that because. there 
are a number of programs and benefits available and they vary so 
widely by States that any answer I might give would be more con- 
fusing than revealing. 

Senator McNamara. Thank you very much. 

Wh: at are the various Blue Cross plans doing at present to expand 

coverage of old-age groups? 
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VARIOUS BLUE CROSS PLANS FOR RETIRED PERSONS 


Mr. Cotman. As I mentioned in my earlier comments, there are 
three general approaches. 

The first one is group conversion. We have been pursuing that 
policy since inception. The plans actively encgurage subscribers to 
continue on when they leave enrolled groups. I would like to make a 
distinction here between giving people the right to continue if they 
beat down your door and the active policy of encouraging them to 
continue as subscribers. We have pursued an active policy of encour- 
aging people to continue and the bulk of our enrollment over 65 comes 
from that source. 

The second approval is to encourage employer and employee groups 
to continue retirees in the active group at the regular group rates 
and benefits. We have been getting some very encouraging response 
on that. This is particularly true in the auto industry. The com- 
munications industry, oil and chemical industry and rubber industry 
have such programs in effect for many of their large groups. There 
is a growing interest in this. 

The third aspect of our program is the nongroup enrollments that 
are getting a growing response. 

Senator McNamara. Since you mentioned these four or five groups, 
it appears that these are in what is generally accepted as the highly 
organized field. 

Mr.Cortman. Yes, sir. 

Senator McNamara. And these agreements you spoke of are nego- 
tiated through collective bargaining? 

Mr. Cotman. Yes, usually. 

Senator McNamara. Where the employer continues to pay his share 
for the retired person as he did prior? 

Mr. Cotman. Right. 

Senator McNamara. Do you find an increase there? 

Mr. Cotman. Yes. There is a substantial increase and interest in 
that area. 

Senator McNamara. That is very interesting. 

Mr. Colman, what proportion of your group policies have conver- 
sion rights ? 

Mr. Cotman. Allofthem. From Day 1, they always have. 

Senator McNamara. What is the percentage of increase in cost to 
a retiree of a converted policy? You mentioned 214. 

Mr. Cotman. That is not cost to the subscriber. That is cost to 
the program. 

The cost to subscribers is a difficult figure because these are group 
programs and are frequently negotiated programs of varying bene- 
fits. The nongroup programs usually have a standard set of benefits 
different from group benefits and therefore the costs differ but if you 
try to compare comparable benefits with the group and the nongroup 
cost, the nongroup cost is about 20 percent higher than the group cost. 

This is for all nongroup subscribers of any age. 

Senator McNamara. And the benefits are somewhat reduced as 

Mr. Cotman. They frequently are, but not always. That all de- 
pends on the benefits in the group program and those vary consider- 
ably but, as a general rule, the nongroup benefits are somewhat 
lower than the group benefits. 
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Senator McNamara. You have a 20-percent increase and some de- 
crease in the benefits you would not care to estimate ? 
Mr. Cotman. It varies all over the lot. 


EFFECT OF FEDERAL PROGRAM ON VOLUNTARY HEALTH INSURANCE 




















Senator McNamara. Do either of you gentlemen care to comment 
on Senator Humphrey’s statement that voluntary insurance would be 
helped if the social security system covered the aged as far as serious 
risks are concerned ? 

Mr. Cotman. Well, I guess it is my turn. Mr. van Dyke already 
has commented on that. 

Whether it will be helped or not, depends a great deal on how 
the program is developed. I could imagine a program that would 
create very serious problems. I am particularly concerned about 
the issue of nursing-home service. It is hard to define. One is not 
quite sure how much of it is custodial care and how much of it is 
—- a health service. It is not enough generally available and 
1as so little specificity that it does not lend itself to actuarial compu- 
tations. The extent to which this kind of service is built into the 
program may create some real problems both for us and for the 
program. 

Senator McNamara. Do you have any idea, since some of the plans 
have been publicized lately, mentioning a $13-a-month payment, how 
much benefit this would buy ? 

Mr. Cotman. It would depend entirely on what geographic area 
of the county you are talking about, Senator. 

Senator McNamara. This is a national approach. Would it vary 
from area to area? 

Mr. Cotman. The cost of health service varies markedly from area 
to area. There is at least a 1-to-2 variation from the low to the 
high. 

Senator McNamara. It costs twice as much in some areas as others. 

Mr. Cotman. Yes, we ran into that as a real problem when de- 
veloping a nationwide composite rate for Federal employees. 

I will be much better able to answer that question a year from now 
than I am now. 

Senator McNamara. Do you have any comment on this question, 
Mr. van Dyke? Senator Humphrey made the statement that volun- 
tary insurance would be helped if the social security system covered 
the aged as far as serious risks and serious illnesses are concerned. 



















VOLUNTARY PLANS TO BENEFIT FROM SOCIAL SECURITY HEALTH INSURANCE 


Mr. van Dyxe. Yes. I think it would be a great boon to voluntary 
health insurance because these people over age 65 have been trying 
to find some solution to this problem and have not been able to and I 
think that if some benefit is introduced such as a basic 60-day hospital 
benefit, for example, and I just use that as an example, then people by 
paying a dollar or two extra a month for private insurance would get 
additional services they want or need. 

In addition to that, it would help the employers and the unions in 
their attempt to meet the health costs of their employees and members. 










HEALTH NEEDS OF THE AGED AND AGING 


Senator McNamara. You mentioned along toward the end of your 
statement that, as I understood it, a 60-day plan could be carried as 
an individual for about 10 percent more than the cost of a group 
plan. 

Mr. van Dyxe. What I had in mind was this, Senator, that if 
persons over age 65 have a 60-day hospital benefit a year which pays in 
full for that 60 days, and if they want to take out additional coverage 
through private insurance for, let us say, another 60 days, that it 
would cost very little in additional premiums. 

For example, you can throw in home nursing service and some 
eare in nursing homes and so on, for that $1.50 a day. These figures 
I cited were very rough and based on only one Blue Cross plan, the 
Rochester one. But I think it reasonable enough to use as a record. 

I think if you wanted to pursue this question 1t would be necessary 
to get sample figures from various areas of the country. 


VARIATIONS IN COSTS OF MEDICAL SERVICES 


Senator McNamara. Do you recognize that there is such a wide- 
spread difference in cost of services, double in some areas of the coun- 
try as compared to others ? 

Mr. van Dyke. Yes, there is no doubt about it. It is not—and I 
am not sure Mr. Colman would agree with me—it is not double the 
umount for exactly the same amount of care. 

Good medical care and good hospital care anywhere in the United 
States costs a great deal of money. Where we have poor hospitals, 
where we do not have enough physicians or where people do not have 
enough money to purchase a high quality of medical care, the total 
medical care bill for the entire community may be low. 

It costs as much to provide a high level of medical care in Missis- 
sippi as it does in New York State, based on the assumption that 
volume and quality of services are the same considering the respective 
populations of the two areas. 

Mr. Corman. Perhaps not quite as much but I agree that a lot of 
the variation is the kind of care given rather than dollar cost. 

Both elements are in the picture. 

Senator McNamara. And if we had a State-Federal program, we 
would have these variances continue, While under a strictly Federal 
program there would be an institution of minimum standards? 

Mr. van Dyke. This is one of the things Mr. Colman touched upon 
in his remarks which I tried to cover in my prepared statement. Min- 
imum standards are very important if you want to get some reason- 
able return on the dollars spent. 

Mr. Colman mentioned the accreditation standards of hospitals, 
for example. It is certainly my feeling that the people who are 
entitled to Federal hospital benefits should receive those benefits in 
an accredited, approved hospital, a hospital accredited by the various 
accreditation agencies. 

I think that by doing that plus employing some of the other stand- 
ards, that the medical profession and other health professions have 
adopted, we will get the kind of care for older people they need and 
will get it ata reasonable cost. , 

Senator McNamara. In New York, you said—I understood you to 
say that the New York Legislature has recently passed a measure pro- 
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hibiting the cancellation of policies—in other words making them all 
convertible but there is nothing in the legislation that controis the 
amount they should charge for this conversion. Is that right? 

Mr. van Dyke. Sir, this legislation was just passed 2 weeks ago and 
the Governor has not yet signed it. As I understand the legislation, 
it provides that the insurance companies first of all are required to 
oifer a conversion policy to everyone just as they are required now to 
offer conversions for life insurance. I may say parenthetically as 
Mr. Colman has pointed out, there is no need for doing that as far as 
Blue Cross is concerned. They have always done that. As far as 
insurance companies are concerned in New York State they will be 
required to offer this conversion. 

‘Lhe law provides they must charge a rate based on the actual cost 
of services for a particular policy plus not more than 20 percent for 
overhead. ‘Three standard conversion policies are specified in legis- 
lation, and these policies must be offered to persons who leave their 
group. 

i tuink something has been accomplished. But what has been done 
is not enough to take care of the need. 

Senator McNamara. Mr. Colman, are you familiar with this New 
Yorklaw? Doyou want to comment on it? 

Mr. Cotman. No, 1 am not familiar with it. I have not yet read it. 

Senator McNamara. Well, it is certainly an interesting development 
and we are interested in it. 

I thank both of you gentlemen for some very fine testimony. It cer- 

tainly is going to be very helpful in the study of these problems. 

Mr. Cotman. Thank you. 

Mr. van Dyxe. Thank you. 

Senator McNamara. The committee is recessed until 10 o'clock to- 
morrow morning. 

(At 12:10 p.m., Tuesday, April 12, 1960, the subcommittee adjourned 
until 10 a.m., Wednesday, April 13, 1960. ) 


94566 —60 1s 











HEALTH NEEDS OF THE AGED AND AGING 


WEDNESDAY, APRIL 13, 1960 


U.S. Senate, 
SUBCOMMITTEE ON PROBLEMS OF THE AGED AND AGING 
OF THE COMMITTEE ON Lapor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to recess, in room 4232 
Senate Office Building, Senator Pat McNamara (chairman of the sub- 
committee) presiding. 

Present : Senators McNamara (presiding) and Brunsdale. 

Subcommittee staff members present: Sidney Spector, staff direc- 
tor; Harold Sheppard, research director. 

Committee staff members present: Stewart E. McClure, chief clerk; 
Michael Bernstein, minority counsel, and Raymond Hurley, minority 
professional staff member. 

Senator McNamara. The hearing will be in order. 

We are very happy to have as our first witness this morning the 
Honorable Jacob K. Javits, the U.S. Senator from the State of New 
York. 

Senator Javirs. Thank you, Mr. Chairman. 

Senator McNamara. I see you have a prepared statement. Please 
proceed in your own manner. 


STATEMENT OF HON. JACOB K. JAVITS, U.S. SENATOR FROM THE 
STATE OF NEW YORK 


Senator Javrrs. Thank you, Mr. Chairman. 

Mr. Chairman, I shall not detain the subcommittee too long but I 
do believe that the committee is engaged in one of the very fanthensen 
tal inquiries of our day and though there has been much comment 
upon the fact that this issue of medical care for the older citizens has 
suddenly burgeoned into a great political issue, it is my view that the 
matter deserves to be a great political issue. I think the Chair has 
had a lot to do with maki it a major issue. I think the subcom- 
mittee has done a remarkably fine job and I am glad to be a member of 
the main committee of which this subcommittee is part. I think, too, 
Mr. Chairman, that neither the chairman nor I would apologize for a 
great human issue being a great political issue at one and the same 
time. That is what politics is for. 

As to the bill which I have introduced together with seven other 
Senators, I would like to call attention to one salient point in that re- 
gard. This is the bill which is before this committee, Mr. Chair- 
man. It is not before the House Ways and Means Committee or 
the Senate Finance Committee. It is before the Committee on Labor 
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and Public Welfare. I emphasize that because I think my col- 
leagues and I were interested in an exercise, in a practical effort 
to get legislation rather than an exercise of futility; and I point out 
that I have great hope that this measure will have a very much 
better reception here in our committee than did the Forand measure 
before the House Ways and Means Committee, which turned it down. 

There are many imperfections, I am sure, in our bill. There are a 
great many imperfections in the Forand bill, but I point out, Mr. 
Chairman, that it is a lot easier to design a bill which is going to 
satisfy everybody and do everything and spend a lot of the money in 
the Federal Treasury. It will make people very happy as a bill, but 
will not create any law; and so I emphasize that my colleagues and 
I were engaged in an exercise in practicality rather than an exercise 
in futility. 

The other point that I would like to make is that our dear friend 
and colleague, Representative Forand, himself, recognized the legis- 
lative problem involved. I take my text, as he took his, from his own 
statement on his bill, which appears at page 545 of the hearings before 
the Committee on Ways and Means held in July of 1959. 

Representative Forand said, and I quote: 

It was never my intention to see my bill reported word for word as it was 
written. It was introduced as a base from which to work and I have pleaded 
repeatedly for assistance from all persons interested. 

Mr. Chairman, to that I say “Amen,” and that is exactly the sense 
and spirit in which we have introduced our bill. 

Now, I would like to proceed, Mr. Chairman, to a very brief state- 
ment on our bill. Modern medical science has brought about a miracle 
in extending the life expectancy of the individual. Today men can 
expect to live an average of 71 years. Sixty years ago life expect- 
ancy was 48 years. Between 1850 and 1900 it had increased only 10 
years. In 1850 a man could expect to live only 38 years. In 1960, 
the even larger miracle is that, having attained 65 years of age, the 
individual has a life expectancy of 14 years. Asa result, it has been 
estimated that there are 35 million more Americans alive today than 
there would be if no medical progress had been made since 1900. Ap- 
proximately 16 million Americans are 65 years of age or older, and 
the statistics which are available make it amply clear that their num- 
bers will increase rapidly within the next decade. 

What has brought about the problem which we face today is, one, 
happily, the large increase in the population which is over 65, and, 
two, the high order of medical care which has brought about this 
longer life. 

Today it is becoming increasingly clear, as medical care costs and 
the pressure on medical facilities increase, that without some form of 
help our senior citizens in the main cannot get the health care they 
need. The question is, What kind of help for health care shall they 

oo 

This is the substance of our bill and the substance of the Forand bill. 

It is the utmost concern to us that these Americans who have given 
much to building up our country shall have the health care they need. 
Admittedly the problem is one of major proportions; I regard it as 
one of the very important issues confronting our country. This means 
that we must take measures toward a solution promptly and effectively 
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before the problem reaches such proportions that it will get completely 
out of hand. 


OBJECTIVES OF JAVITS BILL 


To meet the objective of providing adequate health care for our 
senior citizens at a cost they and we can afford, I have introduced S. 
3350 with Senators Cooper, Scott, Aiken, Case, Keating, Fong, and 
Prouty. In connection with this bill, there are three general points 
which I should like to make clear: 

First, it is a practical, complete, and effective voluntary health 
care plan, and I am convinced that it can become law, yes, 
even at this session of the Congress; it is not a political stopgap. It 
is & measure within the administrative and financial means of all 
concerned, from the individual to the Federal Government. It will 
provide the special kind of health care benefits older citizens need on 
a basis they can afford without imposing a “means” test or taxing 
every able-bodied worker—whether or not they have social security. 

Second. It will do the most good in the shortest practicable time. 
It provides medical security rather than social security for persons 
65 years of age and over, as well as their spouses, who need it. It 
builds on existing agencies and facilities within each of our 50 States, 
and has the great advantage—and this I think is a challenge to any 
plan—of being tailored according to the medical facilities and means 
in each State. This makes the plan feasible without establishing a 
large bureaucracy to the job. By permitting private nonprofit coop- 
eratives, group practice units, and prepayment health plans and insur- 
ance companies under State supervision to come in under the plan, it 
makes use of existing facilities and experience in dealing with this 
problem. 

Third. It is designed to meet the medical facilities available in 
each of the 50 States by allowing each State to set up its own health 
care plan for the aged subject only to the approval of the Secretary of 
Health, Education, and Welfare. Availability of doctors, nurses, 
hospitals, nursing homes and so forth, varies greatly from State to 
State, and these local conditions must be reflected in the design in any 
plan. The bill, therefore, provides for the primacy of health care 
administered by State agencies, and I emphasize what I said before. 
We are not categorical about it; we do not know it all; we have tried 
to introduce a new concept of how this job can be done. History 
will probably record that the greatest significance of the introduction 
of this bill by us is that it showed the area of agreement rather than 
the area of difference between a substantial number of Republican 
Senators and a good many Senators on the Democratic side, and I 
rather express the belief that, if anything gets passed, it is going 
to be because that fundamental thing has occurred beyond any single 
other proposition. 


GOVERNORS ASKED TO COMMENT ON PLAN 


In that spirit I have just written to the Governors of the 50 States 
to ascertain their opinion and comments on the feasibility of our bill 
and whether their States would come in under the bill and I ask, Mr. 
Chairman, to include as part of my remarks before the committee a 
copy of the letter which went to each of the Governors. 
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Senator McNamara. Without objection, it will be included in the 
record at this time. 

(The copy of letter sent to the Governors of the 50 States is as 
follows:) 

U.S. SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 
April 8, 1960. 

DEAR GOVERNOR: In the light of your interest in health insurance for the aged, 
I am enclosing herewith a copy of the health care insurance bill which I have 
just introduced in the Senate with Senators Aiken, of Vermont; Case, of New 
Jersey ; Cooper, of Kentucky; Fong, of Hawaii; Keating, of New York; Prouty, 
of Vermont, and Scott of Pennsylvania, as cosponsors. 

The bill has the following features : 

1. Enrollment is voluntary rather than compulsory, and all the estimated 16 
million aged are eligible; 

2. States are enabled to provide for health care insurance through private 
health plans and health insurance, with the aid of Federal matching grants, 
based on the formula in the Hill-Burton Hospital Construction Act. 

3. Benefits include medical care in the home or physician’s office in addition 
to approximately 60 days of hospital care or its equivalent in nursing home care 
as well as labortory tests and other auxiliary services, the exact provisions being 
based on the facilities and needs of each State. 

4. It is a public health, not a social security measure, and is scaled to sub- 
scription by the covered individual at charges based on income; 

5. Cost to the Federal Government is estimated at a median average per annum 
figure of $480 million based on a 70 percent enrollment, with individual sub- 
scriptions upward of $400 million and the States’ contributions of $640 million. 

I would very much appreciate your opinion and comments on this measure 
after you have had a chance to have it analyzed, especially as a feasible frame- 
work for action in your State. For example, is there any inhibition in your 
State’s constitution? As this matter is of great interest to health and insur- 
ance authorities, I enclose copies for such officials. May I hear from you at 
your earliest convenience? 

Sincerely, 
JACOB K. JAVITS, 
U.S. Senator. 


Senator Javirs. We hope we will get very comprehensive replies. 
We ask them in addition to other questions, what is the inhibition by 
their State constitution on this subject, and this might be very illumi- 
nating to the committee. 

There is no other proposal before the Congress which fulfills all 
these desirable conditions and would benefit as many people as quickly 
as this bill. Even those presently receiving old-age assistance benefits 
could be brought in under this coverage—and there were 2,390,000 
such individuals in December 1959, while those 65 and over who 
received benefits from social security in that month, including widows 
and wives of beneficiaries, totaled 10,140,000. I mention those two 
figures because it indicates that a very large proportion of the aged 
who are being benefited by any form of eletanene help, whether 
social security or old-age assistance, are on old-age assistance, so, 
whatever bill we draw up—and our bill does actually take account 
of that proposition, the Forand bill does not—whatever bill we draw 
should certainly take account of the fact that a great many people 
are not eligible for social security whether or not they are receiving 
it at the particular time. 

I would like to say a word while I am testifying—though this does 
not directly concern the committee—about the administration which 
I believe should support this plan because it follows the guidelines set 
down by the administration following the President’s statement at 
his press conference on March 30. 
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ADMINISTRATION GUIDELINES 


These guidelines were set down before the subcommittee in a rather 
hot session I had the pleasure of attending one day in which Secretary 
Flemming called for a program providing— 

(1) Nocompulsion on anyone to participate. 

(2) It build on the existing basis of private enterprise in the health 
insurance field and stimulate the growth and development of its 
coverage. 

(3) Preservation of doctor-patient relationship. 

(4) Eligibility for all elderly persons to participate. 

(5) Adequate protection, particularly in lower income groups, 
against catastrophic illness. 


BASIC PROVISIONS OF JAVITS BILL 


It is estimated that good basic coverage of health care for people 
over 65 can be provided, on the kind of group basis proposed, even in 
high-cost parts of the country for about $150 a year per person the 
country over—this then is the maximum payment for subscribers in 
the highest income bracket. Under such a program, it is estimated, 
except in the highest cost areas, a “service plan” could provide 60 days 
of full cost, semiprivate care in a general hospital or equivalent cost 
care in a nursing home or home for the aged; surgery in or out of 
hospital, medical care in the hospital, visits to the doctor’s office with 
needed laboratory tests, diagnostic X-rays, and specialist consulta- 
tions, with few limitations; and visiting nurse service at home. 

Under such a program in a similar area it is estimated an “indem- 
nity plan” could be provided on a nationwide basis to provide a maxi- 
mum benefit for all years combined of $10,000. This assumes that a 
person who has reached age 65 will have a life expectancy of 14 years. 

The “major medical benefits” would be as follows: 

Two hundred and fifty dollars of hospital room and board—semi- 
private—expense incurred in any culeaiias year, then 75 percent of 
any such additional expenses; after deducting the first $5 of any 
medical or surgical expenses, 75 percent of all such expenses; and 75 


percent of the cost of all out-of-hospital drugs after deducting the 
first $30 of expense. 


HILL-BURTON FORMULA APPLIED 


The difference between the aggregate of subscriptions paid by bene- 
ficiaries and the full premium cost of approved plans would be divided 
between the States and the Federal Covent: the Federal share 
running from a minimum of one-third to a maximum of three- 
quarters in inverse ratio to average per capita income of the State 
ee to the national average—basically, the Hill-Burton Hos- 
pital Construction Act formula. 

Based on the likelihood that 70 percent of those eligible will join 
the plan, because the others are carried now in a suitable health plan 
or for other reasons are not included, the estimated median average 
cost per year of this program to the Federal Government based on 
expected allocations by States would be about $480 million; to the 
States, $640 million; and $400 million to the subscribers. 

Although the number of eligibles under this program is expected to 
grow at the rate of about 1 million a year, the cost to Government, 
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both State and Federal, should increase only a little if at all, because 
progressively smaller proportions of those reaching 65 will fall into 
the lowest income categories. Today, only about 70 percent receive 
or are eligible for social security benefits, whereas at least 80 percent 
of the present employed will be covered. 

This type of program lends itself to progressive improvement 
through a combination of voluntary subscription, public subsidy, and 
the cooperation of the voluntary health insurance system. 

Mr. Chairman, I would like to point out in closing just two points: 
T noticed that one of the things that is very signnficant about all plans 
before the committee—that is Forand, Kennedy, Humphrey—is a 
heavy emphasis upon hospitalization and institutional care. 


SEMINAR STRESSES NEED FOR OUT-PATIENT COVERAGE 


We are in grave danger, Mr. Chairman, of having a serious break 
down in respect of institutional care due to an undue strain on facili- 
ties by people who seek institutional care when they could do very well 
with other types of care. I do not say that, Mr. Chairman, off the 
top of my head, but I would like to report a fact to the Chair which 
may prove of interest. I conducted, with the aid and cooperation of 
the College of Physicians and Surgeons at Columbia University in 
New York, a seminar on March 12, 1960, on the role of the Federal 
Government in problems of health and medical research with a great 
concentration upon this very problem, health care for the aged. The 
people who attended were as distinguished as any in my State—hos- 
pital administrators, insurance administrators—we had the State 
superintendent of insurance present, for example: the deans of the 
leading medical schools in the State were there; and the consensus 
was very heavily that especially for older people, a very heavy pre- 
donerance of constructive help to them in terms of medical care could 
and should be given in the doctor’s office or in any setup which brought 
about the treatment of the patient by the doctor rather than his 
institutionalization. 

There are many psychological reasons advanced for that as well. I 
think, certainly upon that point, the weight of medical opinion, as evi- 
denced by these distinguished people is so strong, Mr. Chairman, that 
I would hope very much that whatever we did about a bill would take 
account of the fact that this must be a critically important factor in 
health care. 

Now, our bill, if anything, does overemphasize that by even allocat- 
ing’a proportion of the premium to the extent of one-third to that type 
of care. Now that may be a useful technique for the committee to 
consider. But I certainly would like to emphasize to the committee 
the strong weight of paalie informed opinion on that subject. For 
that purpose, Mr. Chairman, with the permission of the Chair, I would 
like to offer as part of my testimony a report, together with a list of 
the conferees of the seminar held at the college of physicians and 
surgeons on March 12, 1960. 

ae the Chair would find it extremely worthwhile and useful to 
read. 

Senator McNamara. We are very happy to have that and will make 
it part of the record at this point, without objection. 
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(The conference minutes referred to are as follows :) 


CONFERENCE ON THE “ROLE OF THE FEDERAL GOVERNMENT IN PROBLEMS OF HEALTH 
AND MEDICAL RESEARCH” 


Saturday, March 12, 1960, 9:30 a.m. 





CONFEREES 
Senator Jacob K. Javits and staff. 

Mrs. Jacob K. Javits. 

Mr. Allen Lesser. 


Columbia staff: 

Dr. H. Houston Merritt, dean, college of physicians and surgeons and vice 
president in charge of medical affairs, Columbia University. 

Dr. Willard C. Rappleye, dean emeritus and vice president emeritus in charge 
of medical affairs, college of physicians and surgeons. 

Dr. Aura E. Severinghaus, associate dean, college of physicians and surgeons, 
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March 12, 1960. 
MEMORANDUM 


SUMMARY 











The problem of health care for those 65 years old and over is distinct from 
the problem of health care for those under that age; Federal assistance is neces- 
sary in handling any health care program for the aging; and any such health 
care program should be voluntary, with contributions by the beneficiary as well 
as by State and Federal Governments—these are the major conclusions that may 
be drawn from the papers and discussions of those who engaged in the 
conference. 

DISCUSSION 1 













The first paper was delivered by Dr. Frederic D. Zeman, chief of the medical 
services of the Home for Aged and Infirm Hebrews, who spoke on medical 
preventive services for the aged. He said that the problem of caring for the 
aged so far as medicine is concerned starts on the day the individual is born, 
and stressed the need for retraining professionals so that they could handle the 
problems that older people present. He described the advantages of a geriatrics 
institution, the specialized equipment used by such an institution as contrasted 
with the hospitals. There were no operating rooms, no X-ray laboratories, etc., 
but the geriatric institution could provide better postoperative care than a 
general hospital and had many advantages in caring for those 65 and over. 
Zeman emphasized that the problems of care for those 65 and over are quite 
different from those we usually anticipate. He pointed out that of the 100,000 or 
more who are institutionalized in New York State mental hospitals, many are 
over 65. At Central Islip, for example, more than 50 percent are 65 years old 
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and over. However, he said, these 50 percent were not necessarily hopelessly 
insane; their mental illness is part of the whole process of aging, and with 
proper care they could be taken out of this kind of an institution. 

Prevention of disease among the older people is part of the larger picture of 
preventive medicine, and begins long before the individual has reached the 
age of 65; a dynamic aggressive approach to the problems of preventive medicine 
with particular reference to the early detection of chronic illnesses before they be- 
come obvious in the aged is what is needed. These preventive services are ex- 
tremely important. 

Dr. Martin Cherkasky, director of the Montafiore Hospital in New York, 
pointed out that the older patients primarily suffer from chronic illnesses as con- 
trasted with the acute character of the illnesses that strike younger people. He 
said it is impossible to provide adequately for the older people because there is 
a wide gap in the amount of knowledge that physicians have about treating them. 
One should start in preventive medicine long before the patient reaches the age 
of 65. General medical care must exist first if the program for the older patients 
is to be considered. 

Dr. Cherkasky said that to prevent chronic illnesses, one must be able to de- 
tect them at a very early stage. Usually the onset of a chronic ailment is insidi- 
ous, the patient doesn’t even know that he has it. The patient, therefore, must 
have “easy” access to physicians if chronic illnesses are to be checked in their 
early stage. It must also be “easy” for the doctor to use all the tool of pre- 
ventive medicine, and in this connection the economic obstacles must be over- 
come. The complexity of modern medicine means that the group treatment, the 
group setup, is important for proper diagnosis and treatment. 

Dr. David Seegal, professor of medicine at the College of Physicians and 
Surgeons, pointed out that great progress has been made in the last 40 years 
in the treatment and knowledge of chronic diseases and that 38 diseases which 
then were fatal are now under control. He pointed out, however, that medical 
schools need considerable strengthening if specialized training for aging people 
is to be developed to any great extent. He suggested that in the accurate treat- 
ment of the aging, the word “appraisal” be substituted for “diagnosis,” and 
“management” for “treatment.” 

An important point was made by Dr. Martin R. Steinberg, director of the 
Mount Sinai Hospital. He pointed out that younger physicians usually attempt 
to make a complete cure of the patient. Insofar as the aged are concerned, Dr. 
Steinberg pointed out, accurate diagnosis and complete cure are not as urgent 
as the need to keep these older people up and about. Being ambulant is prob- 
ably the most important part of the treatment. 

Another important suggestion was made in this early morning discussion by 
Dr. Martin Cherkasky. He said that older patients needed a variety of services 
and he outlined an ideal community situation in which the hospital was the cen- 
tralized medical agency around which was linked the nursing home, home-care 
programs, and other measures designed to get the patient on his feet as fast as 
possible. Outpatient services would broaden the services of the hospital but 
custodial institutions were also needed, all of them linked with the central 
hospital. This was the way in which an effective community program could be 
organized. Dr. Cherkasky visualized a community setup in which the hospital 
with all its medical and diagnostic services would be the first to take the older 
persons, who would then be transferred as soon as possible either to nursing 
homes, to outpatient services, or to some other custodial institution as quickly 
as possible, thereby providing adequate service without placing too great a 
burden on the hospital itself. 

Dr. Zeman stressed the need for “clinical humility,” by which he meant that 
doctors should develop at an early stage a realization that they can achieve only 
limited goals. He strongly supported Dr. Cherkasky’s suggestions. 

Dr. Willard C. Rappleye, dean emeritus and vice president emeritus of the 
College of Physicians and Surgeons, pointed out that one should not focus 
only on those 65 years old or over. He stressed that one had to consider the 
whole practice of general medicine, medical education, and the ways and means 
of financing this education. He enlarged upon this at a later stage in the 
discussion. 

Dr. John E. Deitrick, dean of the Cornell University Medical College, also 
pointed out that where the aged were concerned, prevention calls for making 
people happy, and to see that they get proper nutrition. He stressed the fact 
that poor nutrition lay at the root of a great many of the problems faced by the 
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aging. He cited the perils of isolation, inactivity, and depression as part of the 
problem that had to be overcome. 

George Bugbee, president of the Health Information Foundation, seconded 
this observation. He stressed the need for the doctors to emphasize to their 
aging patients that they find ways and means to live with themselves. 

Another suggestion came from McAllister Lloyd, chairman of the board of 
the Teachers Insurance and Annuity Association. Mr. Lloyd suggested regular 
medical examinations by business firms for their chief employees as one of the 
ways in which preventive medicine could be most effective in early diagnosis 
and prevention of chronic illnesses. 

Dr. Aimes C. McGuinness, executive secretary of the New York Academy of 
Medicine, pointed out that the old and aging needed twice as much care as those 
under 65. 


9 
- 


Dr. John Bourke, executive director of the New York State Hospital Survey 
and Planning Committee, delivered a paper on hospital trends and the needs 
of those who are chronically ill. He pointed to the development in recent years 
of fewer but better and larger hospitals, and emphasized that the gap between 
the apparent need and the number of hospital beds is not as large as the statis- 
tics would seem to indicate. The gaps that do develop are the result of chronic 
cases being placed in the hospital where they don’t belong instead of using the 
hospital beds for acute cases with consequent much more rapid turnover. 

Dr. Bourke’s paper, which he summarized very briefly, provided statistics 
showing the differences between costs of 10 years ago and costs today. He said, 
however, that despite sizable increases, costs to the patient were not much 
higher because the average length of stay in the hospital has been shortened. 
This means that intensive treatment is provided over a much shorter period of 
time than 14 years ago. Dr. Bourke warned against overinstitutionalizing the 
population and emphasized that the development of nursing home units as part 
of the hospital complex can take care of many of the problems of the chronically 
ill. 

Dr. Bourke called for the reexamination of ways and means to cut down or 
avoid hospital stay altogether. He praised the Hill-Burton program and said 
that it has changed completely the rural hospital system in upstate New York 
and vastly improved medical care in that region. The hospitals were better 
staffed and better equipped and he had only words of the highest praise for this 
program. 

Dr. Bourke favors the large centralized hospital, and he pointed out that plan- 
ning must include the full range of facilities and required services which will 
allow the hospital to serve as a central core for such needs as chronic disease 
care, the nursing home type of care, ambulatory, diagnostic and treatment fa- 
cilities and home-care programing. Sound community planning, he said, will 
tend to avoid unnecessary costly construction and duplication. He emphasized 
that it did not make good sense to keep the patient in a general hospital bed 
which cost $26 a day when the required care could be given in a nursing home 
unit for an approximate cost of $9 or $10 a day. 

Dr. Bourke stressed that the prevention of disease should be our primary goal 
and that good quality medical care and hospital care should be available to all 
as needed. The cost of such care, he said, should be studied within the broad 
framework of the health of our community and with regard to our overall econ- 
omy. More doctors should be trained and more services were needed. Satis- 
factory methods must be developed jointly by voluntary enterprise and Gov- 
ernment so that all ages of people and all economic groups can share equally 
in the rich benefits which the health, medical, and related sciences have provided 
toward a more healthful life. 

Dr. McGuinness praised Dr. Bourke’s presentation and went on to point out 
the need for more research in the administration of medical care. He pointed 
out that the Hill-Burton program provided only $1.2 billion for research, a ridic- 
ulously low level. 

Dr. Rappleye cautioned that the problem of costs in taking care of the aging 
will change because those now covered under lower rates will get older and 
then continue to be covered by some form of insurance. Dr. Steinberg urged 
that we look into the quality of insurance coverage, not only the number of 
those who are covered. 

Dr. Marcus D. Kogel called attention to the desperate shortage of registered 
nurses for round-the-clock care, and Senator Javits cited the amendment to the 
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Hill-Burton Act which helps nursing homes. He said that we could do much 
more in that direction. 

Dr. Rappleye said that at least one-third of those in the hosptial need some 
other kind of care. He minimized the Forand bill; but said that some kind of 
subsidy would be necessary if insurance were to be made available to a much 
larger proportion of the population. He pointed out that you cannot sell a com- 
plete insurance program once the premium reaches the point of more than 40 
percent of the total cost of the health coverage. In Canada, he said they had 
arbitrarily picked on 3344 percent as the limit. 

The recurrent theme in the general discussion that followed on levels of care 
was that any broad program needed structuring lest the load on hospitals become 
staggering as it would under the Forand bill. There is need for an incentive 
to put the patient where he belongs, not just to Jump him in the hospitals willy 
nilly. 

The question was raised by Dr. Martin Cherkasky as to whether the Federal 
Government could possibly require employers to carry a health insurance pro- 
gram which would meet minimum standards for their employees in a fashion 
analagous to workmen’s compensation insurance. In reply State Senator Metcalf 
of New York said that bills had been introduced to require employers of more 
than three or four persons to provide basic insurance coverage on a 50—50 match- 
ing basis if the individual were single, and 35 to 65 matching if he had a family. 
Provision was also made for the payment of premiums during employment— 
there would be basic coverage only. Senator Metcalf pointed out that the Gov- 
ernor opposed this bill because New York State might be singled out and lose 
industrial business. 

An extremely important point was made at this stage of the discussion by Dr. 
Martin Cherkasky. He stressed that the figure of 43 percent of those covered 
by health insurance was misleading because it did not indicate how much 
coverage they were carrying. He pointed out that the problem of health coverage 
was really two problems (1) involving those 65 and older and for them Federal 
support was absolutely essential; (2) however, for those 55 and under some form 
of voluntary services or insurance plan with a noneancellable clause might prove 
more acceptable. 

Superintendent Thatcher pointed out that the cost of health insurance would 
be more than double if it had to include those 65 and over in any long range pro- 
gram. The State alone could not carry this kind of cost and therefore a Federal 
subsidy would be essential. 

In his summary of the morning discussion, Senator Javits pointed out that 
there were alternatives to institutional care and that the need was primarily for 
intermediate care between the hospital and the home. He took note of the fact 
that the upstate (New York) hospital program had been accelerated by the Hill- 
Burton Act and also that its extension to cover nursing homes was inadequate. 
He reviewed Dr. Bourke’s finding that at least one-third of those in the general 
hospital at present could really be taken care of at home or in nursing homes. 
At the same time he recognized the inadequate availabilities of present nursing 
homes. There was need for the Federal Goevrnment to get into the field of aid 
to the States and to help accelerate all medical programs. He pointed out the 
contribution of NIH and also the fact that there was pressure in Congress to help 
pay the beyond tuition cost of nongovernmental medical schools. 

Mr. George Bugbee was opposed to Federal participation in any health insur- 
ance program. He said that employers can pay more of the cost of health care, 
and he, was not ready to accept the statistics, cited by Dr. Rappleye which placed 
one-third of the cost of care as the limit of the premium which the worker could 
afford to pay. 

Dr. Rappleye referred to the experiences in Europe with health insurance 
and pointed out that there was a decided shift in plans to cash indemnities rather 
than services. This is because cash indemnities resulted in relatively lower cost 
than services. He said that Blue Cross and Blue Shield were also shifting to 
the cash indemnity types of insurance. Dr. Steinberg, however, said that patients 
covered by Blue Cross still largely received services rather than indemnities. 

The conference adjourned for lunch. 

The afternoon session opened with delivery of Dr. Steinberg’s paper on plans 
and proposals for health insurance for the aging. Dr. Steinberg first described 
the American Medical Association’s insistence on a voluntary prepayment type 
of insurance. 

Dr. Steinberg’s point was that the voluntary approach alone without govern- 
mental help was not feasible. The cost for the aged cannot be borne entirely by 
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younger persons paying increased social security taxes, nor will strengthening 
Blue Cross alone provide the answer. The aged themselves, of course, cannot 
afford the full cost. 

An approach purely by the State and local governments based on need would 
eall for a means test. Financing for the indigent by the Federal Government 
means that the cost would spiral anywhere up to $2 billion a year. It would be 
undesirable to attempt to get this fund out of the general revenue. 

Dr. Steinberg then described a proposal made in Colorado for statewide care 
which would be limited primarily to hospitalization. It was based on the fact 
that the aged can participate to some extent in financing the program, and the 
remainder of the program would be paid for out of the general fund. 

Dr. Steinberg made his own proposal which would earmark an increase in 
the social security tax for placement in a separate trust fund to provide hospital 
care for the aging in which the Federal Government would participate as it 
does now in the Hill-Burton Act. Under his proposal approximately 60 days 
of hospiltalization would be provided, and those 65 to 70 years old would be 
eligible to participate. 

Dr. Steinberg explained that his approach differs from the Forand bill manda- 
tory since the Government would buy Blue Cross insurance for the aged. 

Dr. McGuinness recommended that the cost for such program come out of 
general revenue or out of a compulsory tax. Dr. Rappleye warned against 
Federal participation and said that Dr. Steinberg’s approach had been rejected 
in La Guardia’s administration. Dr. Bourke cautioned against the purely wel- 
fare approach to the problem and called again for an integrated community 
health program in which the contribution to the system would come out of the 
general revenue. 

Winslow Carlton proposed that a health program be developed in each State 
and the plan submitted to HEW. He would set a minimum level of benefits but 
make provisions for several types of care and would use the indemnity approach 
in preference to services. Anyone 65 or over would be eligible. Insurance 
would be contracted by the States from private carriers and the cost would be 
shared (1) by those eligible to participate who would pay 8 percent of their 
income. This he estimated would cover approximately half of the cost. The 
remainder of the cost would be shared 50-50 by the State and the Federal 
Government. Mr. Carlton would earmark a tax on excises to provide the funds 
for the Federal share. 

Dr. Steinberg questioned whether the people would have the 8 percent and 
pointed out that it would be doubtful whether the States would do more in 
this area to cover cost than they are doing now. Dr. Bourke suggested adding 
a means test, Dr. Cherkasky said that only the rich would buy this kind of 
health insurance. The needy, he said, get such services as they need now from 
the general assistance. 

In his summary, Senator Javits said that there could be health coverage 
for the aged in which the Federal and State Governments would make some 
contribution as well as the individual concerned depending upon his income. 
Different plans for different States were indicated because of the widely differ- 
ent range of costs, standards, and available facilities. The Federal share in 
any plan might be covered by some form of tax, but appropriations out of 
general revenues—making the program voluntary for the individual rather than 
an added social! security tax making it in effect compulsory—seemed indicated 


Senator Javrrs. Finally, Mr. Chairman, I would like to close as I 
began: My colleagues and I have done our utmost to produce for the 
Congress and the country a plan which we consider to be an exercise 
in practicality, rather than an exercise in futility in terms of some 
other plan which just would not have the appeal and the balance in 
terms of the respective contributions by those who would be engaged 
in order to carry in the Congress. 

Finally, Mr. Chairman, I am not a Johnny-come-lately to this 
problem. This is no dream child which has suddenly been thought 
up in order to counter the Forand bill. In 1949 I was the principal 
sponsor of the National Health Act of 1949. It was known popularly 
in the country and much discussed as the Ives-Flanders-Javits bill. 
Among its sponsors at that time were the Vice President of the 

















280 HEALTH NEEDS OF THE AGED AND AGING 





United States, Richard Nixon, the present Secretary of State Chris- 
tian Herter, the present chairman of the Republican National Commit- 
tee, Thurston Morton, as well as a number of my colleagues who are 
on the bill now, notably Senator Case of New Jersey and Senator 
Scott of Pennsylvania. 

I would like the staff to study that bill and to study the plan and 
the staff will find it is practically the principle of the plan we are now 
presenting. 

At that time the plan listed the support, for example, of an im- 
portant section of medical opinion. A group of doctors in the coun- 
try of great distinction came out in favor of it. 

Mr. Chairman, we have seen one very glittering medical plan called 
the Ewing plan disastrously defeated, notwithstanding the fact that 
there was a big mail on it and that people liked it and it was great 
stuff as far as millions of persons were concerned. 

Mr. Chairman, I do not wish to see that happen now to medical 
care for the aged. People talk about something that would be useful 
to them and to disappoint them—Mr. Chairman, the cruelest thing 
would be, if we espoused such impracticalities that they would fail 
and that nothing would result. That would be far more cruel than 
a bill which some might consider to be inadequate. And it is in that 
+ Mr. Chairman, that I think we are all on the same side and 
that we have offered this bill. 

Thank you. 


FINANCIAL ABILITY OF STATES TO PARTICIPATE IN FEDERAL-STATE 
PROGRAM 


Senator McNamara. Thank you very much, Senator. 

We are happy to have your explanation of your bill and your re- 
marks which will be given very serious consideration. 

Do you think the States can add health insurance subsidies to their 
current tax burden? Are they not having difficulty now with the 
expense of mental care, education, highways, and other welfare 
matters ? 

Senator Javits. I think they are, Senator McNamara, but I think 
that also the Federal Government is, too. 

You know, one of the criticisms made of this bill I noticed by the 
AFL-CIO, and incidentally, I welcome it because I like to have 
people to analyze this bill and take it apart and I wish they would 
— same with the Forand bill—the more brains, the better the 
job. . 
I noticed one of the criticisms was that the States had heavy debts. 
Well, I think the Federal debt: of almost $290 billion compares 
favorably in that consideration with the debt of any State and so I 
think it 1s always a question not only of what people are paying, that 
is, what State debt there is and what State tax burden there is, and 
what they are willing to pay. Somehow, somewhere, somebody has 
got to pay this bill and I think there is a greater likelihood of its 
getting done if the States will share some of the burden with the 
Federal Government than if not. 

I cal] attention to the fact that one of the most growing and suc- 
cessful aphorisms in our time of Government life is the carrot and the 
stick. The carrot in this case is Federal aid. The stick in this case is 
the demand of the older people. 
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And I feel when you break down to $640 million by States, and find 
that it is the most populated States as well as the States able to bear 
the burden the most, like my own, New York, will be carrying the 
greatest amount in terms of millions of dollars, I believe we will find 
in the great majority of cases it can be done. 

I also point out that we do take account in our bill of States in 
which there are very low income among the aged by providing no 
contribution from people whose annual income is s under $500 a year in 
which case the Federal Government and the State will have to make 
up the cost of the plan as far as they are concerned and also the in- 
verse ratio of Federal contribution making it very low for the States 
whose per capita income compares the least favorably with the na- 
tional average per capita which you get by adopting the “Hill- 
Burton” formula. 

All of mie points, Mr. Chairman, bear upon the answer to the 
questions. I do not say it is a complete answer but I say it is as good 
un answer as looking to the Federal Government to pay the w vhole 
bill. 

Senator McNamara. Yesterday Mr. Forand stated that 15 States 
still do not match for the medical care of old-age assistance recipients. 
Many of them do, prov ide a minimum of assistance only. In spite of 
this, you think the States would be able to take on this load ? 

Senator Javrrs. I did not say in spite of that, Mr. Chairman. I 
would say that, if there is a tremendous drive and urge to get this done 
as there is, it will manifest itself in the States as well and that it is 
right to have the States and the Federal Government share the 
urgency of the problem as far as their people are concerned. 

In other wor de the fact that States do not do it, does not mean that 
it necessarily makes the Federal Government do it, because these 
people who are concerned are just as important in the States as they 
are in the Nation. We should put the impetus as much behind the 
States, if we want a plan that is going to get passed by the Congress. 


ESTIMATED COST OF JAVIT’S 





S PROGRAM 


Senator McNamara. Senator, you mentioned that because the 
States’ total of about $640 million—and I think you estimated it would 
cost the Federal Government what 

Senator Javits. $480 million. 

Senator McNamara. The difference between that in round figures? 

Senator Javirs. The whole plan, Mr. Chairman, as we estimated on 
an optimum basis will cost around a billion and a half dollars to do 
this medical job. 

Of course, all of these figures as your staff will tell us are all ques- 
tionable, only within limits, the way it will be divided as we see it. 
under our plan, would be about $400 million for the subscribers, $480 
million for the Federal Government and $640 million for the States. 

These are maximum figures but, nevertheless, they give an order of 
magnitude and, of course, as it is true in any plan, it will start slowly. 
You will not spend anything near that in the first year, but I do 
not think that contributes to the discussion. 

Senator McNamsra. Do you think the President will favor spend- 
ing almost $500 million a year out of general funds! Is this not “a 
spending program” ? 
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Senator Javrrs. I do not believe it is a spending program in that 
sense because it is extremely constructive and essential expenditure. 
I do not know that the President will favor it. I hope he will. I be 
lieve the Congress will favor it because it is a reasonable approach. 

Senator McNamara. Do you, by any chance, have the Vice Presi- 
dent's reaction to this program? He has made some remarks about 
the necessity for such a program, but he has not been specific. 

Senator Javrrs. Mr Chairman, I have told him what we are 
doing. I have given him the papers and the documents. His office has 
asked us some questions about them but I do not have an expression 
of opinion nor would I say that it is necessary that he should give one 
on this particular measure. 

Senator McNamara. Will it be necessary to regulate the insurance 
companies extensively in order to insure that excessive profits will not 
be incurred under your bill ? 

Senator Javits. I believe that the regulation of insurance com- 
panies is already great. I do not believe that additional regulation 
will be required for this reason: If States can negotiate both with 
insurance companies and cooperative plans, then you have two fac- 
tors: One, the negotiating ability of State which 1s itself a measure 
of regulation, and two, the competitive reaction among the carriers, 
and I wish to point out, Mr. Chairman, because it enables me to 
answer one of the big points made by the AFL-CIO that we are talk- 
ing mainly about cooperative plans, ‘Blue Cross, Blue Shield—various 
types of group practice units and even among the insurance com- 
panies, many mutual plans. 

In the first place, profit is not sinful in our country and that has 
been a great incentive for many of the American people to be sup- 
plied with a lot of things much cheaper than they otherwise would. 
I do not think anyone will ever contend that the people would have 
gotten better automobiles if the Government had produced them. 
But we agree that this program should not be exploited, and I point 
out that by having the negotiating power of the State subject to the 
approval of the Secretary of Health, Education, and Welfare, cou- 
pled with the fact that you are dealing mainly with cooperative 
plans in the way of Blue Cross and Blue Shield, and so forth, and 
that many of the insurance companies are mutuals themselves, that 
you do have adequate protection against exploitation. 

If people want to be fools, anything can be exploited including a 
Forand Federal Government compulsory plan, but I would believe 
that we have a good set of protections built in here in our bill. 

Sénator McNamara. Senator, you do recognize that the Forand 
bill approach to financing such a problem would, theoretically, at 
least, cost the Federal Government nothing because it would be paid 
for by the employer and employee by an increase in the social security 
payment. 

Senator Javits. I realize that the argument is made that the Forand 
bill will cost the Federal Government. nothing in the sense that it is 
estimated that the percentage involved will raise about a billion 
dollars a year and that the cost of the plan—which is, incidentally, 
very hotly disputed even on the benefits which they say they think 
they can give—is estimated at a billion dollars. From our figures, we 
think the estimate of $2 billion is a lot nearer the mark. If the Chair 
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will forgive me, I think that the Forand cost estimates is going to 
prove to be a big illusion because the two charging horses—one of 
keeping down the amount which is paid in the social security tax, and 
two, the boosting up of the benefits which are given—will charge off 
in very uneven directions with benefits far outrunning costs in my 
opinion, almost immediately. The Forand bill may cost the Federal 
Government, net, not less than $1 billion a year for that reason. And 
one of the great advantages in the plan which we have proposed—and 
I will make a prediction that in some way or other a good part of 
what we have proposed will find its way in a bill—is because it has 
an automatic regulator on it in terms of what you can and should do. 
When the individual has to contribute, too, and the State has to con- 
tribute, too, there is a lot more thoughtfulness that will go into the 
job than the normal political competition which inheres in what is 
fundament: lly a Federal Government health plan. 

This is our belief. I hasten to add we could be wrong but I think 
it is one of the strong points with respect to our bill. 


















HESITATION FEE IN BRITISH PLAN 





We cannot shut our eyes to British experience. Everybody knows 
the very difficult time that the health plan went through in a homo- 
geneous country, 2 small country, without nearly the diversity and the 
problems in that way that we have in the United States, where fa- 
cilities were inundated, there was enormous dissatisfaction, and the 
British themselves finally went in for something which I hope will 
amuse the Chair as it amused me. It is called the hesitation fee. I 
understand the British charge a small fee for drugs and eyeglasses 
because they found these were two things that were being abused, so, 
before you get the benefit of that even under their health scheme, you 
have to pay something and they call it the hesitation fee—a small fee. 

It only illustr ates—and I hope the staff will study the whole his- 
tory of the British plan—the problems involved where you get es- 
sentially a political competition rather than economic competition in 
respect tothe plan. 
















AVERAGE MEDICAL 





EXPENSE FOR THE AGED 

















Senator McNamara. In 1957 and 1958, the last information we 
could get from the Health Information Foundation, they report that 
the average medical expense for the aged was $177 a person. Do you 
not think in 1960 it would be much higher than the $150 you report ? 

Senator JaAvirs. Our figures—and, of course, the Chair will get a 
great deal of testimony on that—indicated that the order of magnitude 
all over the Nation for medical expense to the individual aged person 
came somewhere in that $150-$170 area, that one out of about six older 
people spent as much as $500 a year and that an optimum figure— 
taking the Nation as a whole, including all over 65 which would be 
covered by our bill, was encompassed within the $13 times 12 ronths 
range which is the top figure of our bill on the basis of pay ng its 
own way. I noticed with some interest that the subcommittee has 
already had some testimony, which I noticed in the newsp: ipers which 
indicates that other people think that is a fairly accurate figure right 
now. 


54566—60——_19 





284 HEALTH NEEDS OF THE AGED AND AGING 


I might point out to the Chair that nobody realizes better than we, 
that about three- igs of the aged have annual cash incomes of less 
than $1,000 a year. Hence, it will put most of the subscribers in 
fairly low ‘anieoeas brackets under our bill, but I would like to call 
the attention of the Chair, because I know the Chair will wish to be 
eclectic about this whole operation, and pick out what is best in the 
bills before him, that we have a definition of income in our bill which 
also includes the understanding that many older people get support 
other than in money, often in kind, and so, if there should be a problem 
of income in respect of a bill, I think the committee should give 
serious consideration to the question of definition: What is income? 


CRITICISM OF SUBSIDATION OF INSURANCE COMPANIES 


Senator McNamara. Senator, in his testimony last week, Prof. 
Douglas Brown, dean of the faculty at Princeton University, had 
this to say about subsidies of private insurance companies from the 
general funds to provide medical care for the aged: 

This is a clumsy hybrid arrangement, involving overwhelming administrative 
difficulties and excessive cost. It impairs the freedom of both the Government 
and the private carriers to do their proper tasks well. 

Then he continues: 


The Government would pay more, the beneficiaries would get less, and the 
private carriers would trade freedom for little profit and that less regulation. 


Would you please comment on Dean Brown’s statement? 
Senator Javirs. I think, as we lawyers say, that is a set of conclu- 
sions and, therefore, entitled to the same weight which anyone would 


give other people’s conclusions. I would hope, Mr. Chairman, that 
our testimony on the merits would be important and, that we will, 
of course, as soon as the committee decides to have a hearing on our 
bill, produce medical and insurance and State officials’ testimony as 
to the viability and practicality of the approach that we have. I 
think that that set of conclusions will be diametrically opposite from 
conclusions which the Chair has just read but I believe that the spe- 
cific answer to the question which has been raised by these conclu- 
sions is contained in the detailed testimony I have just given on 
the bill and the detailed factual answers to particular questions which 
I compliment the Chair upon putting to me. 

Senator McNamara. Senator, the information you have given here 
today is certainly very helpful and I look forward to working with 
you on the Committee on Labor and Public Welfare to do something 
in this field. I know you and I have many common interests. 

Senator Javirs. As I said, Mr. Chairman, when I began, I think 
our bill has certainly carved out an area in which men are thinking 
for a common objective and are determined to do something about it 
and I think, in the end that will prove to be the biggest gain for all 
of us. 

Senator MoNamara. We are sure that it will and do certainly ap- 
preciate your contribution to our record. 

Senator Brunsdale, do you have any comment or questions of the 
Senator? 

Senator Brunspa.e. No, thank you. It is a very fine statement. 

Senator Javirs. I thank my colleague. 


s~ = 


orf @D Se Se 





HEALTH NEEDS OF THE AGED AND AGING 285 


Thank you, Mr. Chairman. 

Senator McNamara. Thank you again, Senator. 

Our next witness is G. Warfield Hobbs, vice president, First Na- 
tional City Bank of New York, chairman, National Committee on 
Aging. 

We are very glad to have you with us this morning. I note you do 
not have a prepared statement and if you see fit to file one at a later 
date, will be happy to have one. 


STATEMENT OF G. WARFIZLD HOBBS, VICK PRICIDENT, FIRST 


NATIONAL CITY BANK OF NEW YORK, CHAIRMAN, NATIONAL 
COMMITTEE ON AGING 


Mr. Hoses. Thank you, Senator. I do have a statement I would 
like to file that contains some research in connection with what is the 
present status of our older population. That is our economic resources 
which research shows to be very low. I will not repeat all the figures, 
but that led me into additional research as to why in this, the richest 
country in the world, there are so many older people with so little. 

I found there are many good reasons for that but being an optimist, 
I went further in research and concluded that this sorry state will not 
continue. 

As a result of the compilation of these facts and figures, I have 
given a couple of talks around the country and would ask to present 
some of these facts and figures before the committee. 

Mr. Chairman, like Senator Javits, I would like to identify myself 
with this field of aging. I am a banker by profession, but for 10 
years I have been Chairman of the National Committee on Aging and 
am on the Advisory Committee to the White House Conference on 
Aging and have spent about 25 years in this subject, so, although when- 
ever you use the word “expert,” you had better put quotes around it, I 
will say I am not wholly strange to the subject and I would like to 
make a few highlights from some of the things I have found. 

I know you have heard innumerable times of the increased expecta- 
tion from birth and I will not bore you with that but I will add one 
fact that you may not know. At the time of Julius Caesar the ex- 
pectation was only 26 years. Since 1900 there have been more years 
added to life than in the previous 2,000 years and that has brought 
about many, many social, political, and economic impacts on this 
Nation and in the world. 

I know that certain legislation is going to be proposed from time 
to time that will take care of whatever is lacking in the welfare of 
this country, whether it is their health care or simply income mainte- 
nance after retirement. 

The purpose of my research is that certain facts should be made 
known to more than those of us who almost professionally engage in 
the subject of geriatrics. I have tried to put them together in a 
readable form so the people who will vote on this legislation will have 
the facts before them and can vote more intelligently and with less 
emotion. Because when you get into the realm of aging, there is a 
great deal of emotion behind the proposals to do this and do that for 
the aging. 

I stand in the middle part, back over the edge, 54, so I know that 
pretty soon I would be the beneficiary of what is done for the aging, 
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but I am hopeful that there will be nothing done for the aging that 
would be to the detriment of other age groups. Therefore, I would 
like to consider some of these economic facts. 


FINANCIAL DILEMMA OF 75-AND-OLDER SEGMENT 


Why are our present—in the age 75 group the latest figures about 
5 million people? Most of them are in this less than a thousand dollar 
income per year bracket. How did it get that way ? 

Well, for one thing, if you go back, you find that when these people 
started to work, which was in the 1880’s and 1890’s and 1900's, the 
working conditions were far different from what they are now. 

The wages were, for instance, 16 cents per hour and for a long 
week, you took home about $8 in take-home pay. It was very difficult 
tosave for your old age under those circumstances. 

Also, all the studies of the Department of Labor show that educa- 
tion is a direct coefficient of earning capacity. In other words, the 
greater the education, the more likely that the individual will be able 
to secure a better paying job than the uneducated. 

But we find that back in 1900 the aver age citizen was leaving school 
between the sixth and eighth grades, very poorly prepared in the edu- 
cational field. 

We also find another factor, that although today’s population is only 
7 percent foreign born, of those over age 65, about 24 percent are for- 
eign born and that reflects the fact that in the previous generation, 
or from 1870 to 1930, over 30 million people sought sheiter in our 
shores, as opposed to only 3 million who have come over here since 
1930. 

If you examine this older group with its high foreign-born content, 
you readily see another reason: These people were uneducated, they 
had language difficulties, so, of course, they had trouble in earning a 
deceit living and in preparing for their own old age. 

Now we come to the unemployment factor. For some reason it is 
difficult for people over 40 years of age to be gainfully employed, to 
obtain employment. That is not right but it is a fact. Now, if you 
think back, you will find that the present people in their seventies and 
eighties in the de “pression of the 1930's when they lost their jobs, by 
the time the depression was petering out in the middle thirties, these 
people were in their forties, fifties, and sixties, so they never regained 
steady employment. They were in a hit-and-miss employment status 
until in the labor shortage of World War IT they did get some steady 
employment. 

But in the old social security, I know it is changed, but for them 
the old social security was based on your average earnings, so these 
very old with their average earnings very low are not the beneficiaries 
of the high amounts of social secur ity that are now being handed out 
to people who tomorrow will be 65. They started out at a very low 
figure, they have been upped a couple of times but their total income 
is still very, very low and many of them have to be helped out with 
old-age assistance 

Now let us see what of the future. We find that social sec urity 
itself has been amended time and time again largely improving both 
benefits and coverage but we find that as to the very old, when they 
entered social security or reached retirement social security only cov- 
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ered 25 or 30 percent of the original working population, none of the 
self-employed were in it. 

None of the farmers were in it. Today 90 percent of our so-called 
working group are covered. There still remain 10 percent out. But, 
nevertheless, for today the people that are, let us say, between 45 and 
65 as they roll on into the 65-85 group they will be entering their 
older years with much better work conditions, with much better social 
security coverage and the pension benefits higher. 


IMPROVEMENT IN PRIVATE PENSION PLANS 


In addition to that, and most important, in 1940, for example, there 
were fewer than 1,000 private pension plans covering fewer than 3 
million workers. Today, thank Heaven, there are over 50,000 different 
private pension plans covering over 19 million workers and there are 
over a million and a quarter workers who are receiving better than 
$1,000 on the average. And that figure, the number covered, is going 
up better than a million a year and the benefits under private pensions 
are going up. 

For example, you may recall the original Ford pension formula 
was $100 a month, less social security, which would mean exactly zero. 
Today it is $2.50 a month for each year of the service on top of social 
security so that those fellows are stepping out into retirement with 
an income that bears some reasonable relationship to their earning 
capacity. 

I would say that for those of us who are salaried people many of 
the private pension plans are being based on final salary rather than 
the much lower lifetime average and this, I certainly think, is an im- 
provement in the realm of having private enterprise provide greater 
protection for more people. 

Homeownership is spreading. It is up now to something over 70 
percent for the people over age 65, and of those with homes very few 
have any mortgage. They have had a chance to pay off the mort- 
gage. Their house may be, let us say, not as good as a brandnew split 
level or ranch type because it is probably old, but at least it is clear 
of mortgage debt to these people and that is an advantage that. did not 
happen 30 years ago. 

Private savings have gone up in the last generation something like 
four times—I am now talking about the cash value of life insurance 
policies—the savings bank deposits and things like that, Government 
securities. That has increased four times in the last. 25 years. 

I regret to say the mroads of inflation have cut that again in a 
so that the average person has only twice as much as they did : 
generation ago. 

Wages have gone up, both actually, in purchasing power as well as 
in dollar amount. The worker of the year 1900, according to the 
Bureau of Labor, his equivalent then in today’s dollar is about $25 a 
week. That is after taxes and based on today’s dollar relation of 
the cost of living index. That $25 has increased today to around 
$65, the true purchasing power after taxes have been taken out and 
ulowing for inflation. 

In other words, today’s worker is 214 times better off than the 
worker of the year 1900. So that my point is this: We know that 
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legislation will have to be enacted to take care of the wants of our 
older people. I ask you to consider that the extreme poverty of some 
of our elderly people is due to facts beyond their control or beyond 
our control but that the horizon is clearing, and that when you make 
legislation think of it in terms of what is needed now and what is 
needed of a permanent character. 


‘““TAPERING OFF” LEGISLATION FOR THE INDIGENT 


I personally would not like to see this Government enact legislation 
based on the continuation of this present indigency among our aged. 
I would like to see legislation, let us say, of a temporary nature to 
take care of the known wants of the several millions that are with us 
and are a fact and we have got to do something about it, and I would 
like us to consider that. whatever is done can be gradually tapered off 
as the average wealth and ability to care for themselves improves 
during the next immediate period, in fact, within 10 to 20 years, I 
would guess the vast majority of our people will be rather well off. 

I do not mean rich, but they will be independently able to care for 
themselves with perhaps some modest help from the Government. 

I would like, Mr. Chairman, to submit to your committee a copy 
of this analysis that I have made, and before doing so I would just 
like to read to you the conclusions that I came to in evaluating these 
various things and what I would propose that you consider in the 
back of your own thinking. 

In order to take care of what I would term, and hopefully term, “a 
temporary situation” where we have now 2,400,000 roughly, people 
getting old-age assistance, but that has gone down from 2,500,000 
of a few years ago despite the fact that every month 30,000 more 
people are added to the age-65-and-over group, that is net. 

“ach month that number of people receiving old-age assistance is 
going down 3,000 or 4,000 despite the increase in the total group of 
30,000 which is a clear indication of the improving situation of our 
older citizens. 


PROPOSED INCREASE IN OLD AGE ASSISTANCE BENEFITS 


Therefore, as a temporary relief, I propose a 25-percent increase in 
the average benefits permitted under the old-age assistance program. 
I believe the cost would increase from the present, roughly 150 million 
per month, to about 200 million per month, but would, during the 
next 10- to 15-year period, diminish to less than 25 million per month. 

Remember that of the present indigent, the vast majority are over 
age 65 and a smaller and smaller proportion of our newly aged are 
in the indigent class. Increased coverage under social security pen- 
sion benefits to include the 10 percent of our population not now 
covered so that everyone is protected by that base Government pro- 
vided to taxes. 

Increase the present social security pension benefits only in pro- 
portion to an increase in the present average wage. 

I know very well that if inflation drives wages up, the benefits will 
have to be adjusted as they have in fact been in the past. But in my 
judgment the average social security benefit is not too far from a 
fair amount. And I do not think that increases should be offered in- 
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discriminately unless there is more need shown for it such as the 
general wage level going up so that the existing benefits represents « 
smaller and smaller proportion. 

Continued expansion of private pension plans until all employees 
are covered in contrast with only 25 percent at present. 

I might add we are well behind several European countries where 
the coverage of priv ate pension plans is up to 40 percent. 

Amend all private pension plans so as to provide portability, or 
vesting of benefits when jobs are changed, exactly as with the Teach- 
ers Insurance Annuity Association. ‘This will not only add up to 
larger pensions for retired workers, but will double the employment 
opportunities of workers over age 40. 

My last point is: I would like to see retired employees permitted 
to continue membership in all company plans such as the Blue Cross, 
Blue Shield, major medical, and so forth, and this is the point: At 
the same dollar premium and benefits as active employees. This 
means that the younger employees will pay slightly more than their 
actuarial share. 

However, they will recapture the overpayments when they, too, 
enter the older ages. 

Mr. C hairman, I would just say this: I know just as sure as we all 
sit here, that some solution must be found to the wants of the great 
mass of people like our citizens. I just hope the solutions will be 
good. 

Senator McNamara. Thank you very much, sir. 


If you leave that statement, we will make it part of the record at 
this point. 


(The remarks entitled “Brighter Prospects for Senior Citizens” are 
as follows:) 


BRIGHTER PROSPECTS FOR SENIOR CrTizENs *—A CHALLENGE TO AMERICA 


G. Warfield Hobbs, chairman, National Committee on the Aging (National Social 


Welfare Assembly), and vice president, the First National City Bank of 
New York 


The 20th century will undoubtedly go down in history as the one in which 
scientific advancement and inventiveness attained the most accelerated pace of 
all recorded history to date. 

Within the lifespan of many in this audience we have seen the practical de- 
velopment of the automobile, submarine, airplane, radio, television, deep-freeze, 
and a host of other gadgets now accepted as indispensable parts of our modern 
laborsaving and mechanized life. 

To immense progress in farming, manufacturing, and distribution methods 
have been added startling expansion of products in the chemical industry, and 
the entirely new magical field of electronics. We are on the threshold of a 
fantastic space age. 

As if this were not enough, the explosion at Alamogordo, N. Mex., July 16, 
1945, ushered in the atomic world; a world about which we know little except 
its inherent potential for immense evil or sensational good. 

These industrial and scientific achievements have overshadowed and obscured 
what could well be another explosive phenomenon equal in social and economic 
importance to all the others. 

I refer to the population explosion among our older citizens brought about by 
the medical miracles of the past 60 years. You are a sophisticated audience, so 
I will not bore you with repeating all of the better known population statistics 


1 Address delivered Mar. 16, 1960, before the 1960 National Health Forum on “Positive 
Health of Older People,’ Miami Beach, Fla. The annual National Health Forum is 
sponsored by the more than 70 member agencies of the National Health Council. 
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concerning the elderly. However, I will refresh your memory by briefly refer- 
ring to some of the key figures that make gerontology one of our most important 
fields of study. 

At the time of Julius Caesar the expectation of life after birth averaged 26 
years. By 1850 man’s expectation had climbed to 38 years. By 1900 a gain to 
48 had been recorded. Today's average is almost 71. In the last six decades 
more years have been added to life than in the previous 2,000 years. This is, 
indeed, a miracle, and the result is that there are approximately 35 million more 
Americans alive today than there would be if no medical progress had been made 
since 1900. 

There is no business, there is no profession, there is no service that is not 
vitally affected by the bare fact that more of us live longer; that more of us will 
be around to consume more goods and services than anyone could possibly have 
anticipated a generation ago. 

Any such vast and growing group presents social, economic, and political prob- 
lems. Each of these subjects is a fascinating study in itself. On the social side 
it is obvious that from the local community up to the Federal Government, careful 
study must be made so as to assure, within reason, and by practical means, the 
best is provided for and derived from the growing class of senior citizens. The 
economics can best be dramatized by the simple statement that into the more than 
50,000 private pensions plans will be poured $6 billion in 1960, in addition to the 
over $25 billion for social security, railroad retirement, veterans’ pensions, and 
the State and local retirement systems. These billions must be made to do their 
work in the most efficient manner. 

Politically, I need only remind you of the Townsend movement and point out 
that there are 50 million citizens over age 45, compared with the record Eisen- 
hower vote in 1956 of 35,500,000. 

It is not my purpose here to analyze in detail the social, economic, or political 
phases of gerontology, but merely to remind you of their existence and hint at 
their scope. It is my desire to outline for you the present financial resources of 
our elderly, to show how they got that way, what we are doing for our elderly, 
and what their economic future may be. My added purpose is the belief that 
the whole country will vote more effectively and intelligently and with less emo- 
tion on elderly legislation, particularly medical legislation, if they are more aware 
of the financial facts of life concerning our aged citizens. 

All around us there is abundant evidence that for the fortunate the later years 

can be a pleasant and rewarding experience. By contrast, the living conditions 
of the indigent aging are all the more shocking. They subsist in an atmosphere 
of loneliness, rejection, poverty, and aimless waiting, even hoping for the last 
tick of the clock. 
For the country as a whole the Federal Security Administration reports 
2,394,000 individuals over age 65 received old-age assistance in December 1959. 
This means that about one in every six people over 65 had no financial resources, 
or so little that they were forced to become public charges dependent upon what 
amounts to tax supported charity. Furthermore, there are countless other 
oldsters kept from the public charity rolls by family and friends. This includes 
many of the great numbers who live in the spare room, or attic of the three or even 
four generation home, often to the detriment and forced resignation of all the 
generations. 

One out of six is the official record. Two out of three probably is closer to the 
actual record, as indicated by numerous surveys. This seems a discouraging 
percehtage of our elderly who require complete or substantial financial aid in this 
the richest country in the world. This is not much of a reward for a long and 
ofttimes useful and hard-working life. 

Let us examine first, what is the aid forthcoming to our needy elderly ; second, 
why so many have ended up in such dire financial extremity in this land with 
the highest of all standards of living; and, finally, what is the financial trend for 
future generations of our aged. 

In order to care for these unfortunate aged; as I’m sure most of you know, 
the Federal Government has entered into an old-age assistance agreement with 
all of the 50 States, the District of Columbia, Puerto Rico, and the Virgin Islands. 

Perhaps oversimplified, and certainly with some variations, it amounts to 
Federal matching of the State and community old-age financial program up to 
a maximum average of $65 per month per person. A State assistance program 
may exceed $65 per month but if so the excess cost is borne by the State and 
community without the aid of Federal money. 
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There is not much excess as is Shown by the December 1959 figures on old-age 
assistance released by the Department of Health, Education, and Welfare. The 
national monthly average was $65.86 of which about $9.73 consisted of free 
medical services rendered to the individual, but paid for by the program; 
2.394.000 are receiving Federal, State, and local assistance, averaging $65.86 
per month, or about $775 per year. Whereas many of these have no other 
source of income, some 600,000 also receive a very small pension benefit from 
the old-age, survivors and disability insurance. Likewise, some own homes, 
but have so little cash income they must be aided. 

To illustrate the inadequacy of these amounts, it should be pointed out various 
welfare agencies have estimated that in urban vicinities approximately $2,300— 
$2,400 per annum is a bare minimum requirement for the complete annual 
budget of an elderly couple. <A single individual might scrape by on $1,500. 
Such a budget assumes that major medical expenses will be provided free 
through tax supported or charitable agencies. It practically ignores recreation, 
books, movies, or any kind of social life. It contemplates the cheapest of food, 
clothing, and shelter. This budget would permit only the barest, drab, minimal 
kind of existence. Yet, one-sixth of our older citizens are on the public assist- 
ance rolls and do not even come up to this minimal budget. 

At least three times as many more, although not on the public rolls, are living 
on a Similar substandard basis as shown by the 1958 Federal Reserve survey 
of the cash resources of the elderly. Many are supported in whole or part, 
not by public relief, but by relatives, friends, fraternal orders, unions, and 
religious groups. Although estimates vary it is unhappily clear that close to 
four out of five oldsters are seriously lacking in financial resources. Con- 
versely, only one in five is reasonably well off and only a small portion of this 
fortunate 20 percent are fairly affluent. 

Latest reports from the Commerce Department and the Federal Reserve 
Board indicate that of all persons 65 or older about three-fifths had cash in- 
comes of less than $1,000 in 1958. Another one-fifth had _in- 
comes between $1,000 and $2,000. The remaining fifth, or about 3 million 
oldsters, had incomes over $2,000, but only 750,000 of these exceeded $5,000. 
This impecunious picture is brightened slightly by the statement that cash 
income does not include the value of homeownership or that of food raised by 
oldsters living on farms. 

Fortunately, over 65 percent of the nonfarm elderly own homes or are the 
spouse of a homeowner. 

More light is shed on the income status by the June 1959 announcement 
of HEW that in December 1958 only one-third of the men over 65 were gain- 
fully employed and just one-twelfth of the women. Hence, of the then 7 mil- 
lion men over 65 about 2,310,000 were working and only 700,000 of the 
8,400,000 women over 65. 

It is further indicated that about 80 percent of those employed are under age 

We know that the 8 million aged reported to have incomes over $2,000 in 195S 
must include most of those in the employed group and therefore are under age 75. 
This brings the inescapable conclusion that of the more than 5 million persons 
over age 75, although quite a few own homes, only a small percent have any per- 
sonal or private cash income at all. It seems clear that of the present generation 
of oldsters, the higher the age, the less likelihood of sufficient financial resources. 

This is substantiated by the old-age assistance reports which show that of those 
age 65 to 69 only 1 in 10 receives aid, whereas of the 2 million over age 80, 1 in 
the 8 receives public aid. 

One explanation of the age poverty ratio is, of course, that the very old merely 
by living longer have used up their resources. Thatis only part oftheanswer. A 
more comprehensive explanation involves a brief anaiysis of the characteristics 
of the aged. It also requires looking back into the economic patterns influencing 
their productive years from youth onward as workers and/or housewives. 

Such a looking backward brings to light two factors. First, it demonstrates 
why there should be no surprise at the low financial status of our very old, and 
second, it most encouragingly indicates that this sorry state will end within a few 
years and not be repeated with forthcoming generations of senior citizens. It 
is difficult for us as a Nation to have even the vaguest ideas as to the economic 
climate and working conditions back in the 1880’s and the 1890's when our very 
old began their adult lives. 

Education is a direct coefficient of earning capacity. Before the turn of the 
century the 9 million in our over 70 group were leaving school, on the average, in 
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the sixth to eighth grades. There were no child labor laws. There were few 
compulsory school laws. These people were entering a predatory labor market 
ill equipped to earn a comfortable living. Numerous studies by the Census Bu- 
reau show that the high school graduate earns more than twice as much as those 
who merely attend grammar school. College graduates continue to prove the 
advantage of education by earning twice as much as high school graduates. An 
automated and service oriented world will place an even greater premium upon 
education. 

In 1900 only 72 percent of the children between the ages 5 and 17 were enrolled 
in grammar school or high school, 28 percent were not in any school—they had 
quit and were out working or probably helping in the home if they were girls. 
At that, the 72 percent who attended school managed to be present only 99 school 
days on the average out of the entire year. In 1954 the Census Bureau reports 
that S9 percent of the 5 to 17 group attended school on a average of 159 schooldays. 
This just about doubles the educational exposure of our present total youth group. 
The continuation and completion of higher education is even more impressive. 
In 1900 only 94,800 graduated from high school and only 27,410 graduated from 
college. In 1957, 1,358,000 or 14 times as many graduated from high school and 
340,000 graduated from college or more than 12 times the number in 1900. Al- 
lowing for the fact that our population has somewhat more than doubled since 
1900, the proportion of graduates is at least six times what it was at the turn of 
the century. 

Although less than 7 percent of our total population is foreign born, of those 
over 65 about 24 percent are foreign born. This reflects the fact that between 
1870 and 1930 more than 30 million immigrants of all ages sought a home in 
America, but since 1931 only 3 million have come to this land of opportunity. 

All of us, except Will Rogers and his kinfolk, are descended from immigrants, 
but these, timewise, had it tougher. Their very numbers created a glut in the 
labor market that kept wages at depressed levels. Howover, the journey was 
worthwhile. They all achieved the priceless heritage of freedom of the indi- 
vidual and equal opportunity. Nonetheless, they did not find our streets paved 
with gold. They found a rural country changing into the world’s greatest indus- 
trial complex. There were jobs available but the vast majority of immigrants 
found that the language barrier and lack of education kept them from rising te 
well-paid employment. For their children and grandchildren the horizon was 
limitless, but for them, despite the glamorous success stories, there were only a 
few Pulitzers and Steinmetz. Consequently, a high percentage of the survivors 
of these modern Argonauts are presently dependent upon public old-age assist- 
ance. 

In 1880 nearly three-fourths of our population were rural. As late as 1910 over 
54 percent of our 92 million population were classified as rural. By 1956 only 13 
percent of our population were living on farms. In a predominately rural coun- 
try, as we had been, there was no insoluble problems for the aging. They simply 
continued to live on their farms and were cared for by children and grandchil- 
dren, as is the present case in many nonindustrial countries around the world. 
The massive trend toward industrial, retail, and service jobs changed this. When 
an older worker could no longer work he and his dependents had to fall back upon 
personal resources, family support, or public charity. Since the accumulation of 
private means was difficult a larger and larger group of older people, dependent 
upon resources other than their own, came into being. The size of this dependent 
age group was further augmented by the medical miracles which have continued 
to add years to the average expectation of life from birth during the last 60 years. 

As evidence of the difficulty of accumulating adequate wealth for private old- 
age support, perhaps contemporary wage rates provide the best yardstick. If you 
are somewhere around the median U.S. age of just under 30, it is hard to believe, 
yet it is a fact, that in 1900 the average earnings of manufacturing production 
workers were 16% cents an hour, and the take-home pay for a long week was only 
$8.78. It is quite true that because the cost of living index of 1900 was only 33.5 
as opposed to the high of 125 in January 1960, the worker of that day had a true 
purchasing power of about 3%4 times what those same wages would buy today. 
Nonetheless, today’s equivalent of $31 per week would not offer much chance to 
provide for old age. 

To appreciate the economic hazards that our present 70 and over group were up 
against, bear in mind that practically all of them entered the labor force some- 
what before 1900 or shortly thereafter. Likewise, our elderly widows became 
married to men working during this era. 
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By 1929 wages had risen to 56 cents per hour but the depression of the 1930’s 
knocked them down; and a new high was not reached until the 62 cents per hour 
of 1937. Another disastrous effect of this prolonged depression was widespread 
unemployment. We were quite properly concerned when at the depth of the 1958 
recession it was reported that 1 in each 13% in the labor force was out of work. 
In 1932 almost 1 in 4 was out of work. By 1937 the depressing figures were still 
1 in 7 unemployed. 

For various reasons, mostly unjustified, there is a prejudice against hiring men 
and women over 40. By the time the depression of the 1930’s was over, all of 
our 70-and-up group had reached their forties, fifties, and sixties. Many of them 
severed from jobs were never able to regain steady employment except during 
the labor shortages of World War II. Consequently, their average lifetime 
earnings upon which is largely based their social security pension remained low 
despite a continual rise in wages. 

The cumulative effect of these restrictive economic forces upon our present 
crop of oldsters shows why it certainly is not their individual lack of effort that 
resulted in only one in five having an income in excess of $2,000 and more than 
2,394,000 being on public relief rolls. Despite the numerous success stories of 
amassed wealth the truth is that the Horatio Algers of that era could form only 
a very small and exclusive club. 

For those today between 45 and 65 the outlook is far superior. In 20 years 
when they reach 65 to 85, old-age assistance will have been reduced to an in- 
significant proportion. A great majority will be self-respecting and financially 
independent based upon a combination of Federal social security pensions, plus 
private pensions, plus private financial savings, plus wider homeownership. 

That this favorable forecast is not so wild a dream is shown by the following 
factors. Twenty years ago in the beginnings of social security less than one- 
third of the workers were covered. Today more than 9 out of 10 are eligible to 
receive old-age survivors and disability insurance. Now included are the self- 
employed, farmers, nonprofit employees, and State and municipal employees. 
As recently as October 1948 the average monthly primary benefit allotted was 
only $25.28. In July 1959 it was $81.44 and steadily rising. After 1958 the 
maximum primary benefit could range between $118 to $127 per month. Just 
since 1954 the number of primary beneficiaries, exclusive of dependents, has 
more than doubled, so that today over 7 million, or 45 percent of our older people 
are receiving Federal pensions toward which they paid taxes. 

Private pension and deferred profit-sharing plans are fast becoming a tre- 
mendously important economic reserve for the elderly. In 1940 there were less 
than 1,000 plans covering about 3 milion. Today over 50,000 plans cover 19 
million active employees and around 1,250,000 retired employees are receiving 
pensions averaging about $1,000 per year. Private pension benefits and coverage 
are rising rapidly. The original industrial formula of $100 a month less social 
security has become $2.50 per month for each year of service in addition to social 
security. Many salary plans are basing pension benefits upon final pay instead 
of the much lower lifetime earnings average. There is no doubt that within a 
generation or less most of the labor force will be protected by private plans sup- 
plemental to social security. 

Other favorable indexes are rapidly expanding cash and marketable assets. 
These include all types of cash savings accounts, U.S. Government savings bonds, 
and net reserves of life insurance companies. The per capita increase in these 
liquid assets has been fourfold just since 1939. The inroads of inflation have 
cut the net gain in half, but the trend remains extremely favorable for those 
approaching old age. 

The New York Stock Exchange reports that since the last survey in 1956 the 
number of individual shareholders has increased from 8 million to 12% million. 
Of these 38 percent are over age 55. 

Perhaps the most dramatic and certainly the most far-reaching factor has 
been the increase in wages. From a lowly 16% cents per hour in 1900 the gross 
rate rose to $1.40 in 1949 and in July 1959 reached $2.25. This is a gain of 13 
to 1 over the entire period and up 60 percent in the last 10 years. However, 
the deadly effect of inflation and greatly increased taxation have taken their 
toll. The Bureau of Labor Statistics shows that the true purchasing power or 
“real wage” adjusted for inflation and after taxes rose from an average weekly 
rate in 1900 of $26.21 to $65.35 in May 1959. Thus the average worker today is 
214 times better off than his counterpart of 1900. In just the last 10 years his 
net gain has been 24 percent. So, at long last, we are achieving the dreams of 
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our forefathers. Our system of individual freedom and private enterprise is 
now producing an increasingly adequate income and standard of living for all 
but a small minority. We have reached a plateau in our economic progress where 
more people have more. We are on the verge of becoming in reality an affluent 
society. 

As proof that the new generation of older citizens is attaining better financial 
independence, current old-age asistance figures may be cited. In 1950 the num- 
ber over age 65 receiving public assistance reached a high of 2,789,000. By 
December 1959 there was a decrease to 2,394,000 despite the fact that there were 
3 million more in the aged group. The reduction continues at a rate of about 
3,000 per month in spite of a net gain in the number of aged of about 30,000 per 
month. During 1960 around 900,000 of the over-65 group will die, but the class 
will increase because close to 1,250,000 will become 65 this year. 

Unhappily many of our great gains came too late to benefit a large segment of 
our very old. I have tried to document the point that today we have a very large 
group of several million aged with so little resources that they must be assisted 
financially, and that the assistance they receive is on the meager side. I have 
tried to demonstrate that this unfortunate group is diminishing both by numbers 
and by proportion. They are being replaced with the newly aged who are in- 
ereasingly able to care for themselves. 

As an orthodox and somewhat conservative economist, I instinctively shy away 
from most intrusions of Government into the everyday working lives of people. 
I am not so backward nor naive, however, as to fail to realize that as we become 
more densely populated, more industrialized, and, consequently, more inter- 
dependent, the Government, of necessity, must, as a bare minimum, establish 
more and more ground rules for playing the game of life, and especially where 
we are considering the welfare of so politically potent a group as our older 
population. 

I heartily endorse the principles of the present Social Security Act, although 
I differ with its method of financing and some of the work provisions. 

I know that for so long as we have millions of aged unable to care financially 
for themselves social security will be amended until they are cared for. 

The purpose of this analysis of the improving financial prospects of our future 
elderly is to help evaluate what amendments should apply to the existing but 
diminishing group of indigent aged protected by old-age asistance, and what 
amendments should be written into the permanent structure of old-age, sur- 
vivors, and disability insurance, including medical care. 

If sentiment or politics carries us overboard on a permanent basis, we may 
find in the future that we are providing perhaps more than necessary for a very 
large and self-supporing aged group at the expense of other age groups. 

On the other hand, we do owe an obligation to our present several millions of 
indigent aged who have been doubly plagued by the less-favorable working climate 
in which they spent their productive years and now find inflation impairing the 
true value of what little resources they do have. 

Therefore, to evolve a practical and financially feasible plan for our elderly 
to meet the cost of an ever-lengthening aged span, including medical care, I 
propose consideration of the following: 

1. A 25-percent increase in the average benefits permitted under the old-age 
assistance program. I believe the cost would increase from the present $155 
million per month to about $200 million, but would, over a 10- to 15-year period, 
diminish to less than $25 million per month. Remember that of the present 
indigent the vast majority are over age 75 and a smaller and smaller proportion 
of our newly aged are in the indigent class. 

2. Increase the coverage under social security to include the 10 percent not 
now covered. 

5. Increase the present social security pension benefits only in proportion to 
an increase in the present average wage. 

4. Continued expansion of private pension plans until all employees are cov- 
ered, in contrast with only 25 percent at present. 

5. Amend all private pension plans so as to provide portability, or vesting of 
benefits when jobs are changed, exactly as with the Teachers’ Insurance Annuity 
Association. This will not only add up to larger pensions for retired workers, 
but will double the employment opportunities of workers over age 40. 

6. Permit retired employees to continue membership in all company plans, 
such as Blue Cross, Blue Shield, Major Medical, at the same dollar premium and 
benefits as active employees. This means the younger employees will pay slightly 
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more than their actuarial share. However, they will recapture the overpayments 
when they, too, enter the older ages. 

The For: ind bill is a specific answer. You cannot beat something with noth- 
ing. Therefore, my medical and health friends, my advice is to stop moaning 
and groaning about the Forand bill; instead, get together with the Blue Cross, 
Blue Shield, health agencies, hospital associations, medical associations, insur- 
ance companies, industry, management, and labor, and come up with a cooperative 
plan that will be an improvement over the Forand bill, and, under private enter- 
prise, give our older population the medical care they want and deserve. I know 
it can be done. 

In conclusion, let me repeat, there is beyond question a serious problem in meet- 
ing the financial and medical care requirements of our ever-growing elderly 
population. There is also no doubt that a solution will be found. The only 
question is, Will the solution be bad or good? 

I thank you. 


Senator McNamara. Earlier in your remarks, you said that you 
hoped nothing would be done to the detriment of our age groups. 

By that you did not mean that the present working force should not 
contribute to the overall benefits of people who will be covered because 
Jater on in your statement I think you clarified that point, did you not? 
You would not consider that to be to the detriment of the other groups ? 

Mr. Hogs. No. 

Senator McNamara. They would help to pay for medical costs for 
the older people. 

Mr. Horrs. That is right, Senator. 

Senator McNamara. What were you referring to when you said 
“nothing should be done to the detriment of other age groups” ? 


RAISE OF LIMITATION ON EARNINGS 


Mr. Hogrs. Well, I think one of the things that is happening here 
in our country is that a larger proportion of our people are retiring 
but continuing to consume “goods and services, in other words they 
cease producing but continue to consume. 

At the other end of the line a larger number of people are remaining 
in school and that is fine for our educational average. But the net 
result is that sitting in the middle, the working group of people is 
becoming a smaller proportion of our total population and I would 
like to see, for example, in the Social Security Act, the limitation on 
earnings after 65 raised so that many people ‘would be encouraged to 
continue working and not lose all of their social security. 

Iam simply talking about things like that. And again, when you 

come to costs. I can see that if the cost is made quite high, perhaps then 
that could become burdensome on the smaller group which is support- 
ing both the youth in education and the old age in retirement through 
its productivi ity. 

Senator McNamara. Now, you say that this $1,200 limitation should 
be raised. Do you have in mind how much? 

Mr. Hosrs. Yes; I think the $1,200 should be at least doubled and 
I also think that the amount of loss of your social security should go 
down, no matter what you earn, only to 50 percent. 

You should never lose all of your social security. 

Senator McNamara. You emphasize the fact that the burden is 
greater on the working population, this middle group. It is in many 
Ways, as you point out, but is it not a fact that in that middle group, 
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statistics indicate that each worker has less and less number of de- 
pendents than he did, say 10-20 years ago ? 

So this is one factor that tends to balance this to some degree. 

Mr. Hosss. I could be wrong but I think that the number in a 
family has gone from three and a fraction, to four and a fraction. 
I believe the number of children per family has actually gone up. 

Senator McNamara. We will ask our staff director to comment 
on that phase of it. He has some statistics. 

Mr. Srecror. I think one of the points that needs to be emphasized 
with respect to the larger number of dependents at the older end 
and at the younger end is the fact that in the last 50 years the number 
of dependents in relation to the working population has actually 
declined somewhat rather than gone up. This is due in part to the 
fact that each person has a longer number of years in which to 
work and a greater number of women have come into the productive 
force and, as a result, the relationship of the dependents to those who 
are productive has actually gone down rather than up. 

Mr. Hogss. Oh, yes. 

Senator McNamara. Sothere isa balancing factor. 

Mr. Horrs. Yes, it balances. 

Senator McNamara. Thank you for your help. 

Mr. Hosrs. Thank you, Mr. Chairman. 

Senator McNamara. Very well. 

Now, we will ask three people to come to the table together, Mr. 
Everett, second vice president, Prudential Life Insurance Co. of 
America, Mr. Richard Shinn, second vice president of Metropolitan 
Life Insurance Co., and Mr. Morton Miller, vice president and asso- 
ciate actuary, Equitable Life Assurance Society of the United States. 

I notice you gentlemen all have prepared statements. Is it your 
desire to submit the statements for the record and summarize them? 
Shall we assume that this procedure will be satisfactory ? 


STATEMENT OF ARDELL T. EVERETT, VICE PRESIDENT, THE 
PRUDENTIAL INSURANCE CO. OF AMERICA 


Mr. Everetr. Mr. Chairman, if I may, I would prefer to read mine. 
It is rather brief. 

Senator McNamara. All right, you may proceed in your own 
manner. 

Mr. Evererr. Mr. Chairman and gentlemen of the subcommittee, 
my name is Ardell T. Everett. I am a vice president of the Pruden- 
tial Insurance Co. of America with home office in Newark, N.J. I 
appear today on behalf of the Prudential and at the request of your 
chairman, Senator McNamara. 

Pursuant to a previous subcommittee request, my company has 
already submitted certain statistical data relating to health insurance 
coverage provided our senior citizens under Prudential contracts. 
My purpose today is to elaborate on that data. It will also be my 
purpose to consider with the subcommittee the two questions posed by 
the chairman, in announcing the hearing, as deserving of special at- 
tention; namely : 


The extent to which persons over 65 can meet their health needs under present 
financing arrangements and of the need for other kinds of legislative solutions. 
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The Prudential Insurance Co, of America has for many years been 
providing health insurance to the American public on a group basis. 
Group health insurance is provided under Prudential contracts to 
employees regardless of age. Accordingly, all employees in a group, 
including those over 65 and their dependents, are covered. 

Over the years, coverage for retired employees has been provided 
in one of two ways: 

(1) By extending all or part of the group coverage for active em- 
ployees to retirees and their dependents. 

(2) By making available to the retiring employee an individual 
health insurance policy—hospital and surgical—for himself and his 
dependents without requiring any evidence of insurability. 

We estimate that of the total lives now covered for medical care 
expense insurance under our group policies, approximately 40 percent 
are covered by policies that provide for insurance beyond retirement 
under the group plan, and an additional 12 percent are covered by 
policies with a conversion privilege. 

However, because such arrangements require detailed discussions 
with each employer, we have been searching for a simplified method 
of providing health insurance coverage for retired employees. 


NEW PROGRAM FOR RETIRED EMPLOYEES 


Yesterday the Prudential announced a new blanket approach which 
will make health insurance for retiring employees available immedi- 
ately to all insured groups, with the employer having a choice of three 
plans. The Prudential will pool all premiums collected under such 
plans and pay claims and operating expenses from the pool. Under 
the pool arrangement, the premium rate for any employer would not 
be derectdy affected by adverse claim experience from his retired 
employees. 

he three plans the employers can choose from are: 

Plan A, a $12 daily hospital benefit, payable for a maximum of 70 
days, with $100 for other hospital charges, and a $200 surgical 
schedule; 

Plan B, a $15 daily hospital benefit, payable for a maximum of 
100 days, with $150 for other hospital charges, and a $300 surgical 
schedule: 

Plan C, a $20 daily hospital benefit, payable for a maximum of 
100 days, with $200 for other hospital charges, and a $400 surgical 
schedule. 

Premiums per individual under plan A will be $6.80 per month, 
plan B, $8.80 per month, and plan C, $11. Rates for individual 
employees will not change unless it is necessary to make a change for 
all persons in a similar category. 

Any employer accepting a plan agrees to make it available to all 
employees who retire at age 60 or older, and to submit claims and 
remit premiums. Premiums may be paid wholly by the employer, or 
by the retired employees, or shared. 

Tf a retired employee dies while insured under the plan, the spouse 
may continue to be covered. Should a company terminate its group 
contract after the plan is in effect, retired employees covered by it 
have the right to apply for an individual policy without evidence 
of insurability. 
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In additon, specially tailored plans may, as heretofore, be developed 
for group policyholders who do not choose one of the standard plans 

1 would like to offer additionally for the record the announce ement 
that will be sent or that has been sent to the employer groups explain- 
ing this new plan. 

Senator McNamara. We will be very happy to publish that in the 
record at this point. 

(The plan is as follows :) 


PRUDENTIAL’S New Rerirep EMPLOYEES HEALTH BENEFITS—GroUP HOSPITAL 
AND SURGICAL EXPENSE BENEFITS 


INTRODUCTION 


More and more people over age 65 in the United States are seeking insurance 
protection against the increasing cost of medical care. A recent survey shows 
that during a short period of 5 years the number of people over age 65 covered 
by health care protection increased almost 40 percent. 

To help meet this growing demand Prudential offers a new retired employees 
health benefits plan of hospital and surgical benefits. The plan is automatically 
available to employers who provide the protection of a Prudential group plan 
of hospital expense or basic major medical expense insurance for their active 
employees. 

The REHB plan provides a unique means for these employers, who do not 
already do so, to offer their retired employees an opportunity to have the 
hospital and surgical benefits they want and need—through a voluntary plan 
developed under this country’s free enterprise system. 


THE PLAN 


The REHB plan provides benefits for hospital bills and surgery due to acci- 
dents and sicknesses, and includes: 

A daily benefit for room and board. 

A benefit for other hospital services, including not only hospital care other 
than professional services, but administration of anesthetics is the hospital by 
a doctor, and local use of professional ambulance to or from the hospital. 

Payment of a doctor’s fee for an operation, up to the amount listed in a 
surgical schedule, whether performed in a hospital or elsewhere. 

You may choose one of three plans: 


Plan A Plan B Plan C 


Maximum daily hospital room and board benefit $12. 00 2 $15. 00 2 $20. 00 
Maximum payment for other hospital services_ __- 100. 00 150. 00 200. 00 
Surgical maximum. - - 200. 00 300. 00 400. 00 
Monthly premium for each person covered _ _ - 6. 80 8. 80 11.00 


1 Payable for a maximum of 70 days. 
2? Payable for a maximum of 100 days. 


Note.—The benefit limits shown for each plan apply to any 1 accident or any 1 period of sickness. 


The REHB plan you choose may be offered to all employees covered under 
your regular plan who retire in the future, who are at least 60 years old, and 
who are residents of the United States. A retired employee may have the same 
benefits for his spouse. 

The cost may be borne by you, by you and your retired employees together, or 
by the retired employees alone. To encourage the greatest possible use of the 
plan each employer is urged to pay at least part of the cost. 

Premiums received under the REHB plan from all group policyholders will 
be combined, and claims and administrative expenses under the program will 
be charged against this total. Therefore, claims on retired employees of 2 
particular. policyholder will not be charged against the claim experience of 
his group policy. 

The premiums shown on the preceding page may be changed upon advance 
notice. However, any change will apply to all policyholders or to all policy- 
holders of a particular classification, such as those within a geographical 
area. 
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GENERAL INFORMATION 


To put the REHB plan into effect it is only necessary to notify Prudential 
that you will offer the benefits of one of the three REHB plans to all your em- 
ployees who retire in the future. 

Your participation in the REHB plan is based on the continuation of your 
Prudential hospital expense or basic major medical plan for active employees. 
If your participation in the REHB plan ceases, your retired employees then 
insured under the plan will have the privilege of converting their coverage 
to individual policies without a medical examination. The benefits and premium 
rates will be those applicable to policies then being issued to individuals en- 
titled to the conversion privilege. 

If for some reason it becomes advisable, the Prudential may, upon notify- 
ing you in advance, limit coverage under the REHB plan to those retired em- 
ployees already covered under the plan. Also, in the event the REHB plan 
needs to be changed to meet current conditions, the Prudential may replace 
the policy rider by another rider providing different benefits for retired em- 
ployees. 

The following are not covered under the REHB plan: 

Expenses for an injury resulting from engaging in activity for wage or profit, 
and any sickness covered by workmen’s compensation or similar legislation. 

Charges incurred in a U.S. Government hospital or for anything furnished 
by the U.S. Government; charges incurred in any other governmental hospital 
or for any other governmental medical care unless the individual would be 
required to pay such charges even if not insured. 

Charges for which benefits are payable under your regular group plan or 
for which provision is made under a governmental plan under which the indi- 
vidual could be covered. 

With respect to a preexisting injury or sickness (one that originated before 
an individual became covered under the REHB plan), benefits for the first year 
under the REHB plan may not exceed the benefits that would have been payable 
for the preexisting condition under the regular group plan. 

Prudential has long felt a responsibility to help provide insurance protection 
against the loss of income, and the cost of hospital, surgical, and medical care 
caused by disabling accidents and sickness. As the need for this protection in- 
creased, Prudential acted vigorously to meet the need through various group 
insurance and individual policies. 

Now Prudential is proud to offer the REHB plan of group hospital and surgical 
benefits to help meet the need of retired employees for insurance protection 
against the rising cost of hospital and medical care. Their problem is acute 
because of the necessity of meeting these and other rapidly rising costs on a 
fixed income. Prudential hopes that its REHB plan will help meet this growing 
need through voluntary insurance protection. 


THE PRUDENTIAL INSURANCE Co. OF AMERICA. 


The Prudential entered the individual policy health insurance busi- 
ness in June 1952, after many years of experience with health insur- 
ance on a group basis. We did so at that time in response to a public 
need for such coverage and a demand for guaranteed long-term hos- 
pital insurance coverage which had not ~ been generally available 
theretofore. 

In 1952, when we entered the individual policy health insurance 
business, we developed a full line of income replacement policies which 
provide monthly income benefits in the event of total disability and 
a line of hospital expense policies which were available with daily 
hospital benefits of from $5 to $15, reimbursement for ancillary bene- 
fits, and a choice of a schedule of surgical benefits with a maximum 
of either $200 or $300. The maximum duration of benefits for hos- 
pital confinement. is either 100 or 150 days depending upon the type 
of plan purchased. The plans were issued on an individual or family 
basis and covered persons who were below age 60 at time of issue. 
Policies were written on a guaranteed renewable basis up to age 65 
and during such period the ec mmpany cannot terminate the benefits. 

54566—60 20 











300 HEALTH NEEDS OF THE AGED AND AGING 





In 1955, we developed a new plan which we called the senior hos- 
pital expense policy and this plan was issued to persons aged 60 to 70, 
inclusive, on a guaranteed renewable basis. Premiums are payable 
to age 80 at which time the policy becomes paidup for lifetime 
benefits. 

In 1957, we introduced two new hospital expense plans both of 
which are guaranteed renewable. Under one plan, which is available 
to persons below age 76, premiums and benefits are ache for life. 
This plan is avail: able up to $16 of daily hospital benefit, includes 
reimbursement for ancillary benefits, a schedule of surgical bene- 
fits with a maximum of $250. The maximum duration of benefits for 
hospital confinement is 35 days. Our other plan is available to per- 
sons below age 56. Premiums are payable to age 65 at which time the 
policy becomes paidup for lifetime benefits. This plan is available 
up to $24 of daily hospital benefit, includes reimbursement for ancil- 
lary benefits, and the schedule of surgical benefit has a maximum of 
$250 when the daily hospital benefit is $16 or lower and $500 when 
the daily hospital benefit is more than $16. The maximum duration 
of hospital confinement benefit is 365 days prior to age 65 and 35 days 
after age 65. Both of the above plans are available with or without a 
small deductible. 

We have recently received approval from the various State insur- 
ance departments to issue a new policy which will be available at all 
ages and which will provide a maximum duration of hospital con- 
finement benefits of 90 days and this plan which is guaranteed re- 
newable with lifetime coverage will be available up to $24 of daily 
hospital benefit. A companion policy which will be paidup at age 65 
will also be available. 

As you can see, we are continually widening the scope of our cov- 
erage in order to provide broader benefits and longer durations of 
coverage at all ages but especially for the older age group. 

Both individual and group health insurance coverages for the aged 
have been expanded and improved over the years to the point that in- 
surance coverage on citizens age 65 years and over is increasing more 
rapidly than insurance coverage on ‘the population as a whole. This 
is true despite the fact that during the past 20 years health insur- 
ance coverage has increased from 10 percent to more than 70 percent 
of the total population. The Health Insurance Association of 
America estimates that by the end of 1960—65 percent of the aged 
who need and want health i insurance protection will be covered and 
that this proportion will increase to 80 percent by 1965, and 90 per- 
cent by 1970. 

In addition to individual and group health insurance, there is a 
source of funds, often overlooked, for the payment of health care 
costs, especially in connection with terminal illnesses—the proceeds 
from life insurance. Life insurance companies paid out in 1959 in 
the United States a total of $7.5 billion to insureds and annuitants 
and their beneficiaries, more than twice the amount paid out 10 years 
ago. A large portion of this total was paid to persons age 65 and 
over. 

With specific reference to the question of money income of the aged, 
data compiled by the U.S. Census Bureau indicates that in 1958 “the 
average per capita income of families headed by persons age 65 and 
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over, was about 80 percent of the average per capita income of fam- 
ilies headed by persons age 35 to 44. 

In the light of these data, a question arises as to whether the income 
of aged couples is much less, in relation to actual needs, than the 
average income of young married couples with small children. 

I mention this because an examination of our program indicates 
that the premium for a man and wife, both aged 40, and 3 children 
under age 18, is more than the premium for a man and wife who 
first purchase coverage when they reach age 65. Of course, if the 
couple had purchased coverage at age 40, and maintained it, the 
original premium would apply and, with the children grown and no 
longer covered under their parent’s policy, the premium would be 
less than it would be if they waited until age 65 to apply. 


INCOME OF THE AGED 


The use of statistical data on money income tends, of course, toward 
a generalized treatment of the problem. Persons in the retirement 
ages comprise a far from homogenous group. They include fully 
employed married couples, who may be financially well off by any 
standard. Retired executives along with persons dependent entirely 
on social security or public assistance; parents living comfortably in 
the home of a son or daughter along with elderly single persons 
living alone and dependent upon occasional part-time employment. 

Average income, therefore, is hardly a proper basis for framing 
policy with respect to the aged. Moreover, it is practically impos- 
sible to arrive at even an approximation of the number of aged with 
inadequate incomes. 

In connection with income of the aged, it should be noted that 
Congress has provided special income tax provisions applicable to 
those persons aged 65 and over by granting additional personal ex- 
emptions, a more liberal medical expense deduction, and by exclud- 
ing from taxable income certain sources of income, such as social 
security payments. 

The question of income alone is not the crucial question, however, 
but rather the uses to which that income is put. Planning for the 
financing of medical care costs is, of course, important at all ages. 
Prudence requires that each family budget for those items of medi- 
cal care which are almost certain to occur. For the elderly, and for 
those planning for retirement years, recognition must be given to the 
different medical requirements of the aged group. Individual plan- 
ning through budgeting and saving for the possibility of medical 
needs is as essential as planning for housing, food, clothing, and 
other necessities. Fortunately, there is increasing evidence, as was 
pointed out above, that health insurance coverage on the aged is 
increasing more rapidly than for the population as a whole despite 
the remarkable increase during the past 20 years in health coverage, 
health insurance coverage amounting to more than 70 percent of the 
general public. 

The proportion of our aged population in need of financial assist- 
ance in meeting health care costs will decrease in future years. Also, 
the continuing improvement and expansion of voluntary heatlh in- 
surance will enable the vast majority of the population at all ages 
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to plan adequate financing of health care, not only during the work- 
ing years, but after retirement as well. For example, younger per- 
sons can now purchase health insurance which will be paidup at age 
65—a plan not generally available a few years ago. 

It would be unfortunate, indeed, if permanent legislation of any 
nature were enacted in the hope of alleviating a temporary problem; 
more unfortunate still if that permanent legislation failed to solve 
the problem of those most in need. It is imperative that tax money 
be used efficiently in the sense that it be directed only to areas of 
established need. If we divert tax funds to many persons who are 
self-suflicient and, therefore, not in need of governmental assistance, 
we reduce the capacity of our economy to provide funds for neces- 

sary governmental programs. This, in itself, should serve to deter 
hastily contrived legislative proposals which are sweeping and of 
irreversible consequences. 

The history of the development of voluntary health insurance over 
the past 20 years establishes the fact that voluntary health insurance 
has both the capacity and the will to provide the aging and the aged 
with a sound and economic means of paying their health care expenses. 
The United States is unique—no other n: ation at any time has had 
voluntary health insurance so diverse, so vital, so flexible, and so 
broad in its coverage as does the United States at the present time. 

Senator McNamara. Thank you very much. Your description of 
your several plans, including your very newest one is very interesting 
to the committee and you may be sure that we will study them with 
great interest. 

Mr. Evererr. Thank you, Senator. 

Senator McNamara. Next on our list is Mr. Richard Shinn. 

Mr. Sutynn. Thank you, sir. 

Senator McNamara. Do you have a prepared statement? Would 
you like to summarize it or is it your desire to read it? 

Mr. Suinn. With your permission, I would like to read it. 

Senator McNamara. Go right ahead. 


STATEMENT OF RICHARD R. SHINN, VICE PRESIDENT 
METROPOLITAN LIFE INSURANCE CO. 


Mr. Suinn. My name is Richard R. Shinn, and I am a vice presi- 
dent of the Metropolitan Life Insurance Co. 

I should like to express my appreciation for the invitation which 
you extended to me to present the views of my company with respect 
to the subject under consideration by this committee. 

Since my responsibilities are pr imarily in the field of group in- 
surance, I shall confine my remarks, in ‘the main, to that phase of 
medical expense insurance. My company has previously furnished 
answers to your questionnaire with regard to the individual policies 
which we underwrite. 

To gain a clearer understanding of what has been accomplished and 
what is being done in the field of medical expense insurance, we must 
look at the whole field of employee benefit plans. It is not as if the 
sole concern of the people at large is with medical care. Provision for 
the consequences of untimely death, loss of income because of dis- 
ability, and retirement income are also pressing needs. Even these 
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must be considered in relationship to the many other needs and de- 
sires of the average person. Against this background, actual ac- 
complishments in the medical care field are even more impressive. The 
question should not only be where are we but more importantly, in 
what direction are we headed. The answer to the latter question is 
highly encouraging as far as voluntary medical care insurance is 
concerned—if the growth process is not interrupted. 

While the subject immediately at hand has to do with medical in- 
surance for the aged, there is a close relationship, insofar as group 
insurance is concerned, between medical care benefits for employees 
during active employment and the type of coverage continued when 
individuals are no longer actively employed. 

Perhaps, therefore, it would be helpful to summarize very briefly 
the major developments which have taken place in the past several 
years in the field of employee benefit plans. 

We have witnessed a dynamic expansion in medical care insurance 
both as to the scope of protection provided and the number of individ- 
uals protected. Certainly, an important factor in this growth has 
been the wide variety of coverage available not only with respect to 
the benefit provisions but also to the type of mechanism through which 
the benefits may be provided. This flexibility has been valuable in 
making it possible for individuals to satisfy their personal objectives, 
and by the very nature of the competition it has encouraged boldness 
of action and a willingness to experiment, all for the good of the 
public. This is but one of the important plus factors that flow nat- 
urally from any free enterprise system. 

This growth and development. have evidenced themselves in a num- 


ber of ways, but perhaps the most important of these are: 


A. By Proviptnc Hiecuner Levers or BENEFIT 


It is quite understandable that when medical care protection was 
first made available there was a tendency to provide only a modest 
level of benefits. This is not surprising when we recognize the rela- 
tively limited amount of information that was available for the devel- 
opment of premium rates and underwriting criteria. 

With more experience and with greater interest on the part of the 
public in prepaying a share of their medical costs, the level of ated 
has steadily been improved, with the result that there exists today 
wide variety of insurance protection that can be purchased at levels 
of benefit which provide an important economic service to the insured 
and his family. 

In the area of hospital expenses, the level of room and board pay- 
ments, the amount available to meet the cost of hospital extras and 
the maximum benefit. paying period, have all been steadily increased 
keeping pace with the public’s needs. 

Similarly, schedules of payments for surgical operations and phy- 
sicians’ services bear little resemblance to those included in typical 
plans written only a relatively short time ago. 

We know from long experience that in: udequate insurance protec- 
tion may lead to disappointment and perhaps serious misunderstand- 
ing. We recognize our responsibility to make certain that those 
whom we insure understand not only the scope of the medical services 
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but also the adequacy of their benefits in relationship to current medi- 
cal costs. 


B. By BroapENING THE Scorr oF MepicaLt EXPENSES 
Mepicat Care PLANS 


CoveRED UNDER 


The normal growth of a health benefit plan has been to start with 
a modest scale of benefits. For example, many plans started off with 
only hospital benefits. Then surgical benefits were added. Then 
liberalizations were made in the amount of benefit for room and 
board. Increased allowances for ancillary services followed. Some 
plans added in-hospital medical benefits, diagnostic X-ray and labora- 
tory examination benefits. 

The desire for larger benefits in the hospital, surgical, and medical 
expense areas led naturally to a desire for coverage in areas of medi- 
cal expense not usually covered by a conventional hospital-surgical 
plan. It was this bursting-at-the-seams growth that led to the de- 
velopment of major medic: ul or comprehensive i insurance which incor- 
porated benefits for practically all types of medical services received 
on account of nonoccupational sickness or injury. 

A substantial percentage of up-to-date medical care plans, and the 
number is increasing steadily, provide this coverage against medical 
expenses incurred in the hospital, home, or doctor's office. ‘The list of 
medical services insured against is long and practically all-inclusive 
leaving to the individual an area of uninsured expenses which he can 
handle on a budgetary basis. 

We know from our experience that individuals are concerned not 
with how they incur their medical expenses, but with the overall cost 
impact of the total medical care required. As a consequence, an in- 
creasing number of employers and individuals are seeking compre- 
hensive medical protection and the insurance industry has clearly 
demonstrated its »bility and desire to meet this important need. 


By Exrenpine InsctRANCE COVERAGES TO SEGMENTS OF THE 
PorpuLatTion Nor ADEQUATELY COVERED 


At the end of 1958, under all forms of voluntary health insurance, 
something over 123 million persons were protected against the cost of 
hospital care, and I was told last night that that figure i is now 127 mil- 
lion, over 111 million against the cost of surgical care, over 75 million 
against the cost of regular medical care, and over 17 million covered 
against the cost of major medical expenses. 

Growth in voluntary health insurance has been stimulated by steps 
taken within the insurance industry with respect both to individual 
policies as well as group insurance. These steps have involved the 
development of new policies, more liberal underwriting procedures, 
more aggressive sales presentations, and so on. In the group insur- 
ance field, for example, there has been an extension of medical care 
coverage to large groups of people who, while not satisfying the em- 
ployer-employee relationship, do represent a proper group for insur- 
ance purposes. Example of plans falling into these categories are 
union welfare plans, association plans, and certain similar types of 
arrangements. New markets are being created continually and fur- 
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ther experimentation and research should lead to the effective under- 
writing of coverage on a sound economic basis consistent with the 
public’s needs. 


D. By Extension or Coverace TO RETIREES 


As these improvements in the types and amounts of coverage avail- 
able to persons in active employment reach satisfactory levels, in- 
creased attention has been focused on providing the retired employee 
and his dependents with medical care coverage. 

Providing the senior citizen with these benefits, by their very nature, 
involve important cost considerations. Available experience indi- 

cates that the claim cost for an individual aged 65 or over is about 
three times as great as for a person under 65 with respect to medical 
expenses other than surgical, and about twice as great with respect to 
surgical expenses. 

Thus, in the development of an overall medical care plan, either 
at the bargaining table or by unilateral decision of an employer or 
union, a determination must be made as to what portion of the overall 
expenditure should be allocated to the active employee as compared 
to the retired employee. When benefits for the active employee were 
at a minimum level, it was understandable why top priority was given 
to improvement of coverage during the period of active employment 
when family responsibilities are greatest. 

Under group medical care plans two basic methods exist by which 
provision can be made to provide coverage for retired employees and 
for dependents. The first, and by far the preferable method, is to 


provide for continuation of medical care coverage in whole or in part 
under the group plan. 

In the last few years we have evidenced an important trend in the 
design of mer benefit plans with respect to coverage on retired 


employ ees. An increasing number of plans are providing for a con- 
tinuation of coverage and secondly, the level of benefits for retired 
employee is steadily being i improve es 

We believe there is a similarity between historical developments of 
coverage for individuals during active employment and the future 
trend of benefits for retired employees. In both cases the important 
step was to get some level of protection in force for as many individ- 
uals as possible and having such insurance in force to improve the 
scope and level of the medic al care protection. 

The second means of providing coverage for the retired employee 
and his dependents is through the medium of a conversion privilege 
similar in purpose to the standard arrangement under group life 
insurance. The arrangement permits employees who lose their in- 
surance through termination of employment to apply for individual 
hospital-surgical policies covering themselves and their dependents 
without presenting any ev idence of insurability. Since premiums 
for these converted policies are usually based on the age of the in- 
dividual at the time of conversion, benefits are usually somewhat more 
limited in their scope so as to keep the cost within reasonable bounds. 

With the thought that it might be helpful, we have examined the 
50 largest employee benefit plans underwritten by the Metropolitan 
Life, which include medical care benefits. Of these 50 companies 42, 
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or 84 percent, make available coverage for retired employees and their 
dependents for all or part of their medical care coverage. Thirty-two 
provide for continuation under the group plan and an additional 10 
meet this need by making the conversion privilege available to retired 
emplovees. 

Looking over our entire in-force as of the latest date for which 
figures are available, December 51, 1958, we find that 44 percent of 
the employees then insured for group hospital expense and surgical 
operation insurance, and 60 percent of those covered for group major 
medical insurance, would have their coverage continued under the 
group plan following retirement. It is also significant that of those 
eligible for the continuance of coverage after retirement, about 70 
percent will have their coverage provided without any contribution 
on their part. 

As of the same date the conversion privilege was available at 
retirement, in lieu of continuance under the group plan, toan additional 
18 percent of the individuals insured for group hospital expense 
insurance, 19 ap eae of those insured for group surgical operation 
insurance, Ket ) percent of those covered for group major medical 
expense insurance. 

Thus, as of December 31, 1958, 62 percent of all the employees 
insured for group hospital expense, 63 percent of those insured for 
group surgical operation coverage, and 65 percent of those insured 
for group major medical coverage, had provision made under one of 
the two methods for continuation of coverage following retirement. 

Because of be complexity of the job involved, similar figures as 
of December 31, 1959, are not yet available. We know, however, from 
our own par hetite: that as a result of new plans which have been 
issued or updated, these percentages would be substantially greater 
today. For example, in the recently concluded negotiations, the 
aluminum industry and the major can manufacturers ‘agreed to pro- 
vide a level of medical care benefits under the group plan for retired 
employees and their dependents at no cost to the employees. It may 
well be that these negotiations will influence others to consider similar 
arrangements and the settlements may be indicative of trends in 
collective bargaining. 

As previously indicated, when we discuss medical care for retired 
lives, there is an area which is frequently overlooked. I refer, of 
course, to other segments of Employee Benefits Plans—Pensions and 
Life Insurance. 

Many employers make provision for the continuation of group life 
insurance on retired lives, usually without contribution on the part 
of the individuals. Plans of this type are almost always designed to 
provide an amount well beyond that which is required as a “funeral 
benefit” with the recognition that by so doing, there will be available 
additional funds to cover the expenses of final illness. 

The level of pension benefits, in a well designed plan, takes into con- 
sideration the various types of expenses which the retired life must 
meet. Medical care for the retired employee and his dependents is an 
important item in this area. 

In summary, the past few years have seen a remarkable growth in 
the field of voluntary health insurance. Benefits have been broadened 
and expanded to the extent that for employers who wish to purchase it, 
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there is group insurance available for active employees which covers 
practically all areas of medical care expenses resulting from nonoceu- 
pational sickness or injury. The insurance industry is aware of the 
problem which exists with respect to the retired employee and his 
dependents and is conscious of its responsibility to provide a mecha- 
nism through which adequate coverage can be made available to such 
versons. In this respect, we believe ‘tremendous strides have already 
een made and given the opportunity to continue necessary research 
and experimentations, the insurance industry will provide, through 
voluntary means, even broader coverage than available today covering 
not only active employees but also those who have retired from the 
labor market. 

Senator McNamara. Thank you very much, Mr. Shinn. 

Your testimony is full of statistics and data that are most interesting 
to the subcommittee, and I am sure it will be helpful in our final study. 


STATEMENT OF MORTON D. MILLER, VICE PRESIDENT AND ASSO- 
CIATE ACTUARY, EQUITABLE LIFE ASSURANCE SOCIETY OF THE 
UNITED STATES 


Mr. Morton D. Miller, vice president and associate actuary of Equi- 
table Life Assurance Society of the United States will be next. 

Weare glad to hear from you, Mr. Miller. 

Mr. Mitier. Thank you, sir. 

The Equitable has long been in the forefront in the development of 


insurance programs for the anticipation of the costs of necessary 
hospital and medical care. Our activities in this field date from the 
beginning of the voluntary health insurance movement when the first 
hospital expense insurance plans began to receive serious attention. 

We have been underwriting group hospitalization benefits since the 
early 1930’s. Soon thereafter these plans were expanded to include 
ullowances toward the cost of doctors services for surgical and obstetri- 

cal procedures. In the 1940’s benefits extended into the area of doctors 

Visits at a patient’s home, in the doctor’s office, and in the hospital for 
nonsurgical conditions and of allowances for the cost of diagnostic 
X-ray and laboratory examinations. 

The most recent advance has been the development in 1951 of com- 
prehensive catastrophy type major medical expense benefits. Under 
these broadscope plans, substantially all types of medical services are 
included and maximum benefit limits such as $10,000 or more are made 
available. While most of the Equitable’s activity has been in the field 
of group plans, we were among the first of the principal insurance 
companies to offer major medical expense benefits on an individual 
policy basis. 

VARIATION IN EQUITABLE PLANS FOR GROUPS 


The Equitable underwrites group health insurance plans for em- 
ployers, for unions, for associations of employers, for trustees acting 
on behalf of one or more employers or unions. Our plans range in 
size from groups of 10 or more persons to groups of thousands of in- 
dividuals under one contract, and vary in scope from a simple hospi- 
tal expense insurance plan at a modest level, to a broad, comprehensive 
major medical expense plan. 
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Through these plans we provide protection for many thousands of 
employees and union members and their wives and children; in all al- 
most 5 million individuals. These include some 1,800,000 employees 
and about 3,100,000 spouses and children. 

I am pleased to have this opportunity to discuss with you what the 
Rquitable is doing in the provision of health insurance benefits for 
our older citizens. 

There are three principal ways through which health benefits are 
provided for older persons and their dependents under group insur- 
ance plans. The first is by the maintenance of their benefits while they 
remain in active employment. 

The second is through the continuation of their health insurance 
under the group plan after they terminate active employment and be- 
come retired. 

The third is with the conversion of the group benefits into an indi- 
vidual policy at retirement which the retired person may continue on 
his own. 

As to the first, maintenance of benefits as active employees, a sub- 
stantial number of individuals and their dependents are protected in 
this way while they remain in the labor force. They remain members 
of the working group in full standing and with the same benefits as 
the plan provides for other persons insured as long as they are in the 
employment of the employer. With the greater number of retire- 
ments being deferred beyond age 65, the proportion of our older citi- 
zens and their dependents who are covered in this way will doubtless 
increase in the future. 

The second method is the continuation of coverage for pensioners 
as a part of the group even after ak have terminated active employ- 
ment and have retired. Here the plan is specifically amended so as 
to provide that retired employees and their dependents shall remain 
in the group instead of having their protection terminate on retire- 
ment. This type of extension can be applied to take care of an exist- 
ing pension roll of employees who have previously retired as well as 
those who retire in the future. Benefits are generally provided for the 
dependents of the pensioner and may be continued for the widow of a 
retired employee subsequent to his death. 

How is the plan of retiree benefits arrived at? The active em- 
ployee’s plan is reviewed by the policyholder and a decision is made 
concerning the extent of the benefits to be continued for the retired 
employees. Cost considerations enter into the decision, of course, 
and collective bargaining often plays an important part in deter- 
mining the terms of retirement continuance. Older persons tend 
to use more in the way of medical care than younger individuals 
in the working ages. 

However, this cost difference is not as extreme as is sometimes 
thought because there are important offsetting factors. For the ac- 
tive employees, the plan ordinarily will have to provide for maternity 
services and the protection of dependent children. These elements 
of cost will largely have disappeared for retired employees. Uncer- 
tainty as to what costs will actually emerge has tended to introduce 
an element of conservatism in the initial design of benefits for re- 
tired persons, but with the knowledge gained from experience we 


find the pattern of pensioner benefits broadening more and more every 
day. 
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The society is prepared to underwrite the continuation of the same 
level of benefits for retirees and their dependents as are included in 
the plan for active employees and some of our plans continue bene- 
fits for retired individuals and their dependents in full. Generally, 
however, there is some reduction, at least at the outset. Some provi- 
sion is usually made for hospital and surgical expenses. The most 
liberal plans will include benefits of the major medical expense variety 
as well. 

How are the postretirement benefits financed? Sometimes the costs 
are shared with the retired individuals. When that is the case, pen- 
sioner contributions are usually at a rate no greater than their con- 
tributions when they were active employees, with the policyholder 
assuming the remainder of the cost. In the majority of the cases, 
the employer pays the entire cost of postretirement continuance. 
Thus, in most instances, continuation for the retired employees and 
their dependents is without cost to them. This is the practice we 
recommend to our policyholders if it is feasible for them to do 
So. 

We have been extremely successful in promoting health insurance 
for pensioners and their dependents under our group plans. 

Thus, in 1956, 31 percent of those whom we insured for hospital 
and medical expense benefits could look forward to the continuation 
of some benefits after retirement. 

By 1958 this proportion had increased by more than one-third to 
42 percent. While we do not have later figures, we are confident 
that the extension of benefits has maintained a goodly rate of growth 
and that between 45 and 50 percent of our group certificate holders 
now have the expectation of postretirement continuance of some health 
insurance benefits. Comparing the current situation with that in 1956, 
there has been a 50-percent increase in the provision of benefits for 
retired employees and their dependents in the 3-year period, with 
the cost borne largely by the employer. 

Continuance for retired employees and their dependents under the 
group plan has several obvious advantages. It has great flexibil- 
ity. Benefits may be determined to fit the needs of the group in the 
en locality where its employees are. The arrangement can 

changed from time to time to accommodate to modifications in 
benefit levels, to changes in the costs of medical care and to the de- 
velopment of the types of medical treatment best suited for older 
persons. 

Participation by the employer in the cost of the benefits makes the 
coverage available at little or no expenditure to the retired individuals. 
Funding of the cost of the benefits in advance of retirement as in the 
case of other retirement benefits is possible and some movement in this 
direction has already taken place. 

Under the third continuance method an individual policy is issued 
which the retired person can carry on his own after termination of his 
group coverage by reason of his leaving active employment. This 
arrangement is available at the request of the employer as an alterna- 
tive to the continuance of group benefits for pensioners. When made 
a part of the group plan, the conversion privilege applies to all em- 
ployees whose group benefits terminate whether upon retirement or 


before. 
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No evidence of good health is required for the issuance of the indi- 
vidual conversion policy if applied for within 31 days. Benefits are 
available under the conversion policy for the wife and the dependents 
of the terminating individual as well as for himself. 

We have not promoted this method as fully as that of group retire- 
ment continuance, for we have felt the latter with the employer par- 
ticipation in the cost to be the better way of covering pensioners. We 
estimate that about 400,000 of those we insure have the conversion 
privilege available to them nonetheless. 

The State of New York has just enacted a law mandating, as against 
making optional, the inclusion of the conversion privilege under group 
health insurance plans. Iam not certain whether that has been signed 
by the Governor, but we expect that it will be. This law will furnish 
further stimulus to the continuance of health benefits for retired per- 
sons in this manner. 


EQUI ITABLE’S INDIVIDUAL HEALTH INSURANCE PLANS 


Turning now to the Equitable’s individual health insurance policy 
program, we announced our first individual and family major medic al 
expense policy in 1951. It was quite experimental at the time and so 
it is especially gratifying to us that so many other companies have 
since developed policies of their own. 

In 1954, we brought out a new and broader version of the original 
policy. Both of these carry benefits to age 65 only, but we are cur- 
rently working on a new series expanding. the program further. The 
new form is expected to be guaranteed renewable with lifetime benefits. 

The policy will be on a level premium basis similar to whole life 
insurance. The benefits purchased at the younger adult ages will be 
continuable into later life by the payment of the lower premium 
corresponding to the insured’s age at the time of issue. 

We expect to offer the new major medical expense form to exist- 
ing policyholders who may wish to transfer to it. Pending the avail- 
ability of the new policy, we are permitting presently insured persons 
who have reached age 65 to continue their coverage regardless of the 
expiry age specified in their policies. 

In brief, these are the ways in which the Equitable is providing 
health benefits for our senior citizens. We realize fully our public 
responsibility to make our services available to the fullest extent so 
that those who have contributed so much to the welfare of our Nation 
through their labors may have available to them the same security ad- 
vantages in retirement as are so widespread among those now laboring 
in their stead. 

We see much progress being made. The numbers of our aged who 
have health insurance are surging ahead. Witness the 50-percent 
increase in retirement continuance we have experienced since 1956. 
The quality of coverage is advancing apace, too. While we appreciate 
the nature of the problems still before us, we are confident the revolu- 
tion achieved in the last 20 years by the voluntary health insurers in 
financing of the health care needs for our working population can and 
will extend to the retired groups as the increasing potential of this 
movement attains its fuller realizations. 

Thank you, sir. 
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Senator McNamara. Thank you very much, sir. The experience of 
your company is long and very interesting to the committee, and we 
are glad to have your testimony. Certainly we will give it much 
consideration. 

You mentioned on page 5 and on page 8 certain percentages show- 

ing the increase in the number of people covered but you do not give 
us any total figures. 

Do you have a total figure of how many people over 65 are now 
enrolled in your plans ? 

Mr. Mitter. We do not have a very precise figure as our records are 
not maintained in such a way as to give that information. However, 
we think that between 150,000 and 200, ,000 persons over 65 are covered 
under our plans. 

Senator McNamara. I would like to ask the other gentlemen about 
how many are covered under their plans. 

Mr. Evererr. For the same reason, Senator McNamara, we do not 
maintain our records on the same basis, and the only thing that we 
can do is to take an approximation. 

Senator McNamara. Yes. 

Mr. Evererr. I would think with the individual policies and the 
group policies that we are in somewhat the same area. 

Senator McNamara. How about the other gentleman ? 

Mr. Surnn. I just do not know. 

Senator McNamara. Thank you very much, gentlemen. I appre- 
ciate your cooperation and thank you again for coming here and giving 
us this very fine presentation. 

Prof. Walter J. McNerney is our next witness. He is director of 
the Michigan Study of Hospital and Medical Economies, University 
of Michigan. We are glad to have you here, Doctor, and I am sorry 
that the time has grown so late that the staff has asked you to be as 
brief as you can. 

I know you have a lot of information. 


STATEMENT OF PROF. WALTER J. McNERNEY, DIRECTOR, MICHI- 
GAN STUDY OF HOSPITAL AND MEDICAL ECONOMICS, UNIVER- 
SITY OF MICHIGAN 


Mr. McNerney. Thank you for inviting me. 

I appreciate the opportunity to present a few of our findings. I 
have submitted to Mr. Spector a statement which I would like to 
have put in the record. In the interest of time, let me make just a 
few supplementary comments. 

Senator McNamara. We will see that the statement is printed in 
the record at this point. 

(The prepared statement of Mr. McNerney follows :) 


PREPARED STATEMENT OF PROF. WALTER J. MCNERNEY 


The material included in this presentation is intended to supplement the data 
on the population survey presented by us to the committee at its Detroit sessions 
last January. The material given at that time consisted principally of utilization 
and cost of medical services and health insurance coverage of the 65-and-over 
segment of the population as contrasted with the under 65. The 14 tables 
appended to this statement expand on this in several ways. First, several of the 
tables convey additional facts about family composition and various facets of the 
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ability to pay for medical care, such as income, liquid asset holdings, and insur- 
ance coverage. Second, data are presented on both an individual and a family 
basis. Also, size of family is correlated with the age of the family members. 
Third, complete tabulations of most of the data by several age groups are given, 
rather than a simple 65-year-age break. This permits analysis of the aging as 
well as the aged. In most cases the same factors that can be seen to be at work 
at a lower intensity in the 45 to 64 period become serious after this age. Fourth, 
multivariate analyses of these data are presented so that one of the potential 
causes of misinterpretation of simple two- and three-way tables can be overcome. 
Finally, income has been included in all the tables as a factor, because it is the 
overwhelming determinant of the ability to get needed medical care, and is at 
the same time highly correlated with age. 

The income measure used in most of the tables is adjusted income. This 
measure is an attempt to give some recognition to the effect of family size on the 
adequacy of the income to provide for the needs of the family. 

Total family income completely ignores this family-size influence, while measur- 
ing family income on a straight per capita basis probably overadjusts for it. 
There may be some doubt whether two can live as cheaply as one, but there is 
no doubt that a family of X members can live somewhat cheaper than X indi- 
viduals each maintaining a separate household. This is especially true when 
some of these persons are children whose needs differ from those of adults. The 
adjusted income measure used is family income per equivalent adult, where the 
number of equivalent adults in the family is found by counting the second adult 
in the family as one-half an adult, and counting children under 12 years of age 
as one-half of an adult each. Children 12 and over and all other adults are 
counted as a full adult. This measure is admittedly arbitrary, but it was based 
on what would appear to be sound reasoning, i.e., that the second adult by no 
means doubles the need for income (assuming an equivalent level of living) 
because per person costs of food and housing, especially will decline with his or 
her addition to the family. On the other hand he or she brings some needs 
that are in direct proportion, or even greater. Medical costs are one example. 
When the second person is a wife, average medical costs per person are substan- 
tially greater for two-person families than for single-person families—at the 
childbearing ages. Similar reasoning holds for counting children under 12 as 
one-half a unit. 

The adjusted income breaks used in the tables are at $1,050, $1,650, and $2,450. 
The lowest of these represents a point below which almost any family can be 
presumed to have a hard time making ends meet. About 19 percent of families, 
or 23 percent of all individuals fall in this category ; but 40 percent of the families, 
with heads 65 and over are so classified, including about one-third of the indi- 
viduals of that age. Approximately one-third of all Michigan families fall 
below the $1,650 level. This includes about 40 percent of all persons and 55 
percent of families with heads 65 and over (containing some 47 percent of the 
individuals in that age group). The families above $2,450 of adjusted income 
ean be considered to be reasonably well provided for. Some 40 percent of Mich- 
igan families and 30 percent of the individuals are above this limit. Approxi- 
mately one-quarter of the families with heads 65 and over and 16 percent of the 
individuals are above this level. 

Tables I through IX present various factors relating to the ability to pay for 
medical care as contrasted with tables X through XIV which are concerned with 
the amount of medical care consumed or needed. If we consider the effective 
demand for medical service, the latter tables would deal with the magnitude 
of the demand while the former would be concerned with the effectiveness of that 
demand. 

Table I shows the composition of families within age of head and income 
groups. The size distributions of the older families is strikingly different: 
only a minor proportion of these families have more than two members. Note 
also that there is a tendency among the old families for the high-income families 
to be larger than the lower income families. This is the opposite of the tendency 
among the two other age categories. The importance of this family age-composi- 
tion-income relationship will be brought out more specifically in the discussion 
of table XIV, but it can be noted here that the older families, where medical 
expenses per person will later be seen to be high, are smaller than their younger 
counterparts; an offsetting factor in consideration of the burden of medical 
costs. On the other hand these old families have lower incomes as can be seen 
by comparing the weighted percent of the sample in the various age and income 
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groups (last line of the table), which tends to counteract this offsetting factor. 
In this connection it is of some interest to note that most health insurance is 
sold on a family basis; some companies have separate rates for two-person 
families and three-or-more-person families while others put all two-or-more- 
person families in a single class. This is of considerable value to the younger 
families, but benefits very few of the families with heads 65 and over. 

Tables II and III are similar. They portray the distribution of family income 
by age of head and by age of the individual, respectively. The lower income 
position of the aged families and individuals is dramatically shown in these 
tables. The median income of the families with heads 65 and over is consider- 
ably less than half that of other families, $2,135 compared to $5,079 for all 
families. Over 70 percent of the aged families have incomes of less than $3,000 
per year. The income distribution of individuals 65 and over is much the same 
as that for the families with old heads. Over 20 percent of the older families 
have total incomes of less than $1,000 per year, and although income is not 
the only determinant of the ability to obtain necessary health care, it will be 
seen that this is where the basic problem lies. 

Another factor helping to determine the amount and kind of health care a 
person gets in the modern world is health insurance coverage. Table IV con- 
tains a classification of Michigan families by the type and number of health 
insurance policies carried. This is also done within age and income groupings 
so that the relationship to these factors can be observed. As one would expect, 
higher income families are more likely to have health insurance of some kind, 
but the aged families are less likely to be insured than are the younger families. 
The only exception to this is the families with heads under 35 and with adjusted 
incomes of less than $1,050 where almost 65 percent have no health insurance at 
all. This points up the fact that the problem is not only one of age, but also 
of low income insofar as protection through health insurance is concerned. 
The policies reported in this table have all been verified. That is, in the case 
of each policy, the insurance company was contacted and asked to verify that 
the policy was in force, that it was health insurance, and the complete details 
of the policy provisions. 

Table V attempts to carry the analysis of insurance coverage a little further. 
The details of coverage referred to above were used to construct a scale, or 
measure, of the amount of coverage provided by the policies carried on each 
individual in the sample. This measure, for a given set of policy provisions, is 
the percent of aggregate inhospital medical expense (i.e., hospital and doctor 
care while in the hospital) that would be covered if everyone in the population 
had that same policy. Note that the percentage refers to inhospital expenses 
ouly. It was necessary to restrict the coverage scale to this class of expense, 
which represents about 40 percent of total medical expenses, simply because 
statistical data on out-of-hospital expenses were too meager to construct the 
scales. Thus, a policy giving 100-percent coverage by this scale would not 
necessarily cover 100 percent of the individual’s medical expense, but only of 
the portion incurred while in the hospital. Two things should be noted about 
the 65-and-over distributions. One is that the aged again show a much larger 
percentage without any health insurance than do the other age groups, and the 
other is that the 65-and-over distributions are much heavier in the low coverage 
portion of the scale (under 50 percent). The reason for this will be shown more 
clearly in the next table. 

Table VI presents the insurance coverage of individuals by type (private 
insurance company or Blue Cross/Blue Shield), and class (group or nongroup). 
The larger portion of all individuals is covered by group insurance, both in 
the private and Blue Cross segments. The group coverage by private companies 
almost disappears in the 65-and-over age group while the Blue Cross coverage 
(through group insurance), though below average, is reasonably well maintained 
in this age class. There is a pronounced tendency among both Blue Cross and 
private insurance for coverage to drop among the 65-and-over group and for a 
shift to take place from group to nongroup policies. As can be seen in the 
last column of the table, the nongroup policies generally provide a lower level 
of coverage than the group policies. The indication of the previous table that 
not only do fewer of the aged have health insurance than the young, but that 
those who do have protection have poorer insurance than their juniors, is 
confirmed, 

Table VII explores the availability of home care. This is a synthetic variable 
constructed by examining the composition of the family and considering home 
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eare available for any person if there is another able, responsible individual in 
the family between the ages of 18 and 70 not regularly employed outside the 
home. The existence of home care can be an important consideration because it 
frequently involves the sort of care that imposes a heavy burden on the family 
if it has to be bought rather than supplied by family members. It is frequently 
long-term care and is seldom covered by health insurance. Nursing service and 
custodial care such as one would get from a nursing or convalescent home are 
examples. These factors are especially important among the aged who are the 
large consumers of such services. Note that the 65-and-over group is the worst 
off in respect to the availability of home care. There were substantial sex 
differences in this table, which was not true in any of the preceding tables, but 
the sexes were not presented separately because the important question here 
seems to be the magnitude of the problem as it relates to age and income. It 
doesn't really matter, in that case, whether a subclass of families has a high 
percentage of males with home care available and a small percentage of females; 
the important figure is the net size of the aggregate percentage. 

Shown in table VIII is the distribution of families by the amount of liquid 
assets owned by age of head and adjusted income. Liquid assets are defined 
as money in banks or savings and loan associations and U.S. savings bonds. 
Although there are many other forms of liquid assets, these are generally indica- 
tive of total ownership, and provide comparability with such other studies as 
the annual “Survey of Consumer Finances” which the Federal Reserve Board 
has published for many years. 

Ownership of liquid assets is particularly related to income levels, as this table 
shows, although the families with heads 65 and over are generally somewhat 
better off in this respect than younger families of equivalent income levels. 
Of the old families with less than $1,050 of adjusted income, only 21 percent have 
liquid asset holdings of $1,000 or more compared with about 3 percent for 
low-income families with heads under 35. 

The final table relating to the ability to pay for medical service, table IX, 
presents the responses of respondents only (one to a family—randomly chosen 
as either the head or wife) to a question asking what they thought they would 
do about a large medical bill equal to about 2 months’ income, not covered 
by insurance. The purpose of this question was partly to find out how much 
people knew about the resources they might use in such emergencies, and partly 
to find out if there were any connection between the reaction to such a question 
and the type or amount of insurance carried or amount of medical expenses 
incurred currently. A somewhat larger proportion of families with aged heads 
indicated that they would cash assets or sell property than did those with 
younger heads. This lends some credence to the proposition that income is not 
the whole story of ability to obtain medical care; a factor which was also shown 
by the previous table on liquid assets. The aged, on the other hand, show a 
greater tendency than others to say that they would turn to outside sources 
such as Government or private charitable institutions. Note the small pro- 
portion that gave any thought to earning additional money under the circum- 
stances. The largest percentage of all among the younger families gave the 
answer which is probably the most familiar to all, i.e., borrowing. This is not 
true for the families with heads 65 and over, however. It is difficult to say 
whether this represents a more realistic appraisal of borrowing ability, a greater 
awareness of alternative sources, or a reluctance, associated with the con- 
servatism of old age, to go into debt. 

Table X is the first of the tables on needs for and utilization of health services. 
This presents the distribution of individuals by the number of office and home 
Visits of doctors and dentist visits. The aged are not particularly different from 
other age groups in respect to the proportion who had office visits, but there is 
a tendency for them to have a greater number of visits per year. They also 
require more home calls than other age groups and as would be expected, fewer 
dental services. 

Table XI shows the utilization of hospital services within age and income. 
It can be seen that the aged have a higher utilization rate than other age groups 
in terms of the proportion having some hospitalization during the year, and 
they are substantially above the others if we consider the average number of 
hospital. admissions per year. The means are 257 and 234 admissions per 
thousand for the two 65-and-over groups, while the rate for all individuals 
is 156 per thousand. The mean number of days per stay for the aged is almost 
twice that of the balance of the population. 
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A multivariate analysis was made using the number of hospital stays per 
year per thousand persons as the dependent variable, and age, number of equiva- 
lent adults in the family, whether the respondents said they would seek medical 
care at the first sign of trouble or wait until they were sure something serious 
was wrong (attitude toward early care), the place where the head grew up, 
the degree of health insurance coverage, family income, and education of head 
as explanatory variables. The purposes of this analysis was to isolate the 
effects of each of the explanatory variables on the dependent variable holding 
the effects of the other variables constant. For example, we might want to 
know whether degree of insurance coverage affects hospital use, but first want 
to remove the effect that we know exists; namely, that old persons have poorer 
insurance than young persons. If we simply take the insurance coverage effect 
as it might appear in a tabulation of hospital use within degree of insurance 
coverage, we might be getting only the measure observed in table XI, i.e., that 
old people use the hospital more heavily than young ones. The multivariate 
analysis gives a fairly clear demonstration that after the effect of age (and 
the other variables) is removed, those persons with 70 percent or more of insur- 
ance coverage have a substantially higher rate of utilization than do those with 
less than 70 percent. The age effect is seen to be quite pronounced, even after 
the neutralizing of the other variables, but none of the others seem to be related 
particularly to hospital use. The one other exception would be that the lowest 
income group (family income under $2,000 per year) shows a higher level of 
use than any other. It might be argued that for this group. hospital care is 
free in part so that they are somewhat comparable to those with very high 
insurance coverage; that is, when the financial barrier to hospital use is removed 
there is a tendency for it to increase. 

As mentioned earlier, there is some justification in measuring utilization on 
a family basis, because health insurance is generally sold on a family basis. 
Table XII does this for hospital utilization. It will be seen that the effect of 
family size (shown in the last line of the table) is such that the aged do not 
stand out like they did in table XI which was done on an individual basis. In 
fact, a higher proportion of the families with head 65 and over had no use of 
the hospital at all than the comparable younger families. Of course, if the 
maternity stays could be removed this table would look different, but the effect 
would still not be enough to reverse the picture shown by this table. The higher 
utilization by the lower income families also shows up very clearly in this 
tabulation. 

There are two ways of viewing total medical expense, whether on a family 
or an individual basis. Gross medical expense is the sum of the costs of all 
the medical services consumed by an individual or a family, regard- 
less of how they were paid for. Thus, two families might have 
received $500 worth of medical care during a given year, the first family 
paying all its own bills and the second having the whole bill paid by welfare 
and charity. The gross medical expense is the same, however, and represents 
the dollar volume of consumption of medical service by the two families. Net 
medical expense is the second aspect. Net medical expense represents the burden 
of medical care on family resources. In the example above, the first family 
would have $500 of net expense and the second family zero. Net medical expense 
is defined for this study as the direct outlays by the family for medical care 
plus any amounts that are still owed by the family (and presumably will come 
out of the family pocket), plus family outlays on health insurance premiums. 

Table XIII compares these two aspects of medical care costs on the average 
for families of different incomes and ages of head. In total it will be seen 
that the gross expense is somewhat higher than the net expense. The difference 
is, of course, accounted for largely by receipts of services for which the family 
did not pay (welfare and charity) and by health insurance premiums paid for 
by the employer. This latter element does not come in directly, but the health 
insurance paid for by the employer results in benefits received by the family 
(adding to gross expense) without adding to net expense (because the premiums 
do not come out of the family pocket). The difference of gross over net expense 
persists through all age groups and income groups except for families with heads 
65 and over with incomes of $3,000 and up. These higher income, older families, 
are actually paying out more, on the average, for health care than the value of 
the health care they are receiving. In the highest income group the difference 
is seen to be very substantial in fact. 
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The balance of this table expresses gross and net medical expenses in terms 
of a percent of mean family income. The mean income for each subgroup was 
found by taking the families within that income grouping and estimating the 
mean for that class on the basis of the calculated mean of a national sample 
of approximately the same date. This technique assumes only that the distribu- 
tion of incomes within the class considered is approximately the same for the 
two samples, and assumes nothing about Michigan incomes averaging the same 
as national incomes. It was necessary to do this since in the Michigan sample 
respondents were only asked for incomes by bracket amounts (less than $1,000, 
$1,000 to $1,999, etce.), and not for exact amounts, sO means could not be com- 
puted directly. Note that the net family expense comes to just over 5 percent 
of total income, but that it is well over 10 percent for families with incomes of 
under $3,000. In another tabulation, not shown here, families with incomes of 
less than $1,000 are shown to have net medical expenses of almost one-fourth 
of their incomes on the average. From this table it can be seen that the families 
with incomes under $3,000 aggregate 23 percent of the total sample, so that at 
least this fraction of families have medical costs in excess of 10 percent of their 
income. Among the aged families almost three-quarters have medical expenses 
averaging 14 percent of their income. 

Table XIV exhibits gross medical expense by components of medical care, and 
in each case the portion which was the family’s responsibility is also indicated. 
The family’s responsibility represents the sum of out-of-pocket payments and 
amounts still owed. The components shown here are hospital, doctor (including 
all medical personnel not paid for through the hospital bill except dentists), 
dentists, and other medical expenses. There were substantial sex differences 
in the basic data from which this table was built, but they were largely associated 
with the women in the childbearing ages; it was not felt necessary to complicate 
the table to illustrate them. The usual high level of expenses is shown for the 
aged in this table. Note that the aged are worse off in respect to the proportion 
of hospital expenses which becomes their own responsibility. The percentage 
varies between 7 and 26 percent for all other age groups, but is 44 and 60 percent 
for the 65-and-over groups. This is, of course, principally a reflection of their 
lack of health insurance coverage beyond 65. The aged are not at sucha relative 
disadvantage in other categories of expense, because all persons averaged 90 
percent of “own responsibility’ for doctor expense and 94 percent for other 
expenses; whereas the aged averaged 95 and almost 100 percent, respectively. 
The fraction of dental expenses becoming the family’s responsibility was not 
available for this tabulation, but it can be stated with some assurance that it 
would be practically 100 percent. Health insurance generally excludes dental 
care except when corrective procedures are required as the result of an accident. 

Multivariate analyses were carried out on gross and net family medical 
expenses and gross and net individual medical expenses. None of the results 
that have been drawn from the preceding tables was reversed by these analyses, 
but interpretations were reinforced by them. For example, in the family 
analysis, age and sex of the individuals in the family become the most important 
factors determining net medical costs and degree of insurance coverage is second, 
even when the effects of such factors as income, education of head, and family 
size are held constant. Approximately the same result is obtained for gross 
medical costs but the effects are somewhat less pronounced. In the analysis of 
individuals, age and sex were the controlling variables, and degree of insurance 
coverage and size of family followed closely behind. 

In conclusion, the foregoing analysis has presented the salient facts about the 
problems of financing health care for the aged as they can be determined from a 
sample of the Michigan population. There is good reason to believe that the 
relationships shown between age, income, need for medical services, and 
resources available to meet these needs are probably applicable to the balance of 
the country without significant deviation. It seems to be of particular impor- 
tance that while the simple tabulations show dramatically the existence of a sub- 
stantial problem of meeting medical needs for the aged population, the multi- 
variate analyses strengthen the conclusions by showing that they are not altered 
when the effects due to other simultaneously operating variables are removed. 

This statement was prepared by Grover C. Wirick, Ph. D., research associate, 
study of hospital and medical economics, the University of Michigan, using data 
collected by the survey research center, the University of Michigan, under the 
direction of James N. Morgan, Ph. D., program director. Walter J. McNerney is 
director of the study of hospital and medical economics which includes overall 
a total of 15 studies in addition to the population survey. 





HEALTH NEEDS OF THE AGED AND AGING 317 
UNIVERSITY OF MICHIGAN—StTupyY or HosprraL AND MEDICAL Economics, 
MICHIGAN POPULATION SURVEY 


TaeL_e I.—Family size: Distribution of familics by number of members within, 
age of head, and adjusted income 
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Adjusted income is family income per equivalent adult, with children under 12 and the 2d adult each 
counted as % an adult. 


TaBLe Il.—Family income: Distribution of families within age of head, 1957-58 
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The balance of this table expresses gross and net medical expenses in terms 
of a percent of mean family income. The mean income for each subgroup was 
found by taking the families within that income grouping and estimating the 
mean for that class on the basis of the calculated mean of a national sample 
of approximately the same date. This technique assumes only that the distribu- 
tion of incomes within the class considered is approximately the same for the 
two samples, and assumes nothing about Michigan incomes averaging the same 
as national incomes. It was necessary to do this since in the Michigan sample 
respondents were only asked for incomes by bracket amounts (less than $1,000, 
$1,000 to $1,999, etc.), and not for exact amounts, so means could not be com- 
puted directly. Note that the net family expense comes to just over 5 percent 
of total income, but that it is well over 10 percent for families with incomes of 
under $3,000. In another tabulation, not shown here, families with incomes of 
less than $1,000 are shown to have net medical expenses of almost one-fourth 
of their incomes on the average. From this table it can be seen that the families 
with incomes under $3,000 aggregate 23 percent of the total sample, so that at 
least this fraction of families have medical costs in excess of 10 percent of their 
income. Among the aged families almost three-quarters have medical expenses 
averaging 14 percent of their income. 

Table XIV exhibits gross medical expense by components of medical care, and 
in each case the portion which was the family’s responsibility is also indicated. 
The family’s responsibility represents the sum of out-of-pocket payments and 
amounts still owed. The components shown here are hospital, doctor (including 
all medical personnel not paid for through the hospital bill except dentists), 
dentists, and other medical expenses. There were substantial sex differences 
in the basic data from which this table was built, but they were largely associated 
with the women in the childbearing ages; it was not felt necessary to complicate 
the table to illustrate them. The usual high level of expenses is shown for the 
aged in this table. Note that the aged are worse off in respect to the proportion 
of hospital expenses which becomes their own responsibility. The percentage 
varies between 7 and 26 percent for all other age groups, but is 44 and 60 percent 
for the 65-and-over groups. This is, of course, principally a reflection of their 
lack of health insurance coverage beyond 65. The aged are not at sucha relative 
disadvantage in other categories of expense, because all persons averaged 90 
percent of “own responsibility” for doctor expense and 94 percent for other 
expenses; whereas the aged averaged 95 and almost 100 percent, respectively. 
The fraction of dental expenses becoming the family’s responsibility was not 
available for this tabulation, but it can be stated with some assurance that it 
would be practically 100 percent. Health insurance generally excludes dental 
care except when corrective procedures are required as the result of an accident. 

Multivariate analyses were carried out on gross and net family medical 
expenses and gross and net individual medical expenses. None of the results 
that have been drawn from the preceding tables was reversed by these analyses, 
but interpretations were reinforced by them. For example, in the family 
analysis, age and sex of the individuals in the family become the most important 
factors determining net medical costs and degree of insurance coverage is second, 
even when the effects of such factors as income, education of head, and family 
size are held constant. Approximately the same result is obtained for gross 
medical costs but the effects are somewhat less pronounced. In the analysis of 
individuals, age and sex were the controlling variables, and degree of insurance 
coverage and size of family followed closely behind. 

In conclusion, the foregoing analysis has presented the salient facts about the 
problems of financing health care for the aged as they can be determined from a 
sample of the Michigan population. There is good reason to believe that the 
relationships shown between age, income, need for medical services, and 
resources available to meet these needs are probably applicable to the balance of 
the country without significant deviation. It seems to be of particular impor- 
tance that while the simple tabulations show dramatically the existence of a sub- 
stantial problem of meeting medical needs for the aged population, the multi- 
variate analyses strengthen the conclusions by showing that they are not altered 
when the effects due to other simultaneously operating variables are removed. 

This statement was prepared by Grover C. Wirick, Ph. D., research associate, 
study of hospital and medical economics, the University of Michigan, using data 
collected by the survey research center, the University of Michigan, under the 
direction of James N. Morgan, Ph. D., program director. Walter J. McNerney is 
director of the study of hospital and medical economics which includes overall 
a total of 13 studies in addition to the population survey. 
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TaeL_e I.—Family size: Distribution of familics by number of members within, 
age of head, and adjusted income 


Age of head and adjusted income ! 

















All} Under 35 35 to 64 65 and over 
Number of family | families : — eas palestine 
mem bere | } | | | | 
| Under | $1,050 $2.450 | Under | $1,050—! $2,450 | Under | $1,050- | $2,450 
| $1,050 | $2,449 | and $1,050 | $2,449 and | $1,050 | $2,449 | and 
| over over over 
13.3 6.3 2.2) 149] 3.8 3.0} 20.1) 41.2] 27.7] 39. 8 
9 25.0 16.4 6.9 18.0 | 12.2 12.9 39.9 50.9 0.0 | 43.1 
3 17.0 7.8 15.5 21.8 8.7 20. 4 21.7 5.0 yee 13.9 
4 20. 7 21.2 36. 7 36. 2 19.9 22. 0 15.6 | 2.0 | 1.1 1.6 
5 11.1 12.4 24.3 | 5.6 8.5 22. 5 | a | an 2.3 | 1.6 
¢ ae 20. 1 7.8 3.4 16. 1 14.1 i | 1.1 s 
i 2.9 4.4 5.4 11.4 3.6 3 9 | 5 
& 1.0 7.2 1.3 3.6 | 9 aaa 
Gor re. . LS 42 15.7 | own Wve Guaten Pak acm ean labGnebacs Eaten 
100. 0 100. 0 100. 1 99.9 | 99.9 99.9 100. 1 100.0 | 09.9 100. 0 
1,031 47 141 | 84 89 208 209 | 100 | 90 63 
100. 0 3.8 inst. Ie? 9.6 24.0 6. 2 5. 3 4.7 3.3 
Adjusted income is family income per equivalent adult, with children under 12 and the 2d adult each 


inted as % an adult. 


TaBLe II.—Family income: Distribution of families within age of head, 1957-58 


Age of head 


All Se oe 

Family income families -* eure 

| Under 35 35 to 64 65 and 

| over 
Under $1,000. .......- ai 5.4 3. 6 2.9 20.3 
ici cen as ek dh eee 6.8 | 4.3 3.4 | 26. 5 
SR IN Esc ccudh ada cadedtiescsbenbatSecavakaeecen | 10.9 | 10.7 8.1 | 23. 6 
$3,000 to $3,999. .__...--_-- Pass Gea aed 11.4 14.1 10.5 | 10.0 
$4,000 to $4,999. _......-- ‘ 5 14.3 13.6 | 16.8 | 4.3 
$5,000 to $5,999. __.- she ian ‘ 15.3 | 20.0 5.5 4.7 
$6,000 to $7,499. __...._._- Bahasa ete wide ‘ 14.0 | 15.9 15.3 | 3.9 
$7,000 tO Gb Gee.~ .6<.<54.02.. wean ee 14.1 12.2 7.2 3.9 
BIOOe CO OLE WOO. « wcctenacncsccucus = 5.6 | 4.2 7.2 1.5 
$15,000 to $19,999 3 é ; : ; LT | 1.3 2.1 | 8 
$20,000 and over..........-...-. .6 8] 4 
Total aegis SE 2 100. 1 99.9 99.8 | 99.9 
Number of families ..........-- 1,031.0 | 272.0 506. 0 253. 0 
Weighted percent of sample_-_-- 100.0 | 26.8 59.8 213.4 
Fatappainted GOWN SS ooo oo seen cneadacankecat $5,079 | $5, 185 $5, 535 | $2, 135 





Less than 0.05 percent. 


§ The tots] sample contained 12.3 percent of retired families. 


This distribution is substantially the sameg 
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Taste IlI.—Family income: Distribution of individuals within age, 1957-58 

















All Age of individual 

indi- aa a i 
Family income | vid- | | 
| uals | Under | 5 to 14 |15to 44| 45 to 64] 65 and 
| Ce | over 
-_— — —-=— —— _ | i — : —— 
i | 
Under $1,000 | O23 23) 26). oe 3.6] 13.7 
$1,000 to $1,999 4.1) 1.5 | 2.0 Se 3.3 23. 5 
$2,000 to $2,999 O7} Wool es 8.7) 7.8| M5 
$3,000 to 33,999 } U1] 122) 10.8) 10.4 11.4 | 3. 1 
$4,000 to $4,999 ; 15.3 | 16.0) 182] 14.3] 16.6 | 6.9 
$5,000 to $5,999 17.0} 22.0} 18.2 18.6 | 11.9} 6.7 
$6,000 to $7,499 5.9 1I5.8| 18.9 16.1 15.8 | 4.7 
$7,500 to $9,999 15.3] 119 15.6 17.2} 16.8 6.4 
$10,000 to $14,999 | 6.3 | 3.7 5.9 | 6.3 10.3 | 2.8 
$15,000 to $19,999 | 1.5} ae 9 1.9 2% 1 ‘3 
$20,000 and over 6 4 7 | 8 3 4 
mee ESS eicicoenell 

Total : 1.0) 99.9 | 100. 1 99.9 99.9 | 94.8 
Number of persons 13, 516.0 | 518.0 | 717.0 |1,328.0 | 529.0 $24 
Weighted percent of sample_-. | 100.0} 13.7 | 21.6) 41.1 17.1 6.5 





Taste 1V.—Verified health insurance: Distribution of families, by type of 
insurance within age of head and adjusted income 
































Age of head, adjusted income ! 
| 
=/ | i af a ego 
Number of insurance policies in| All Under 35 35 to 64 | 65 and over 
force in entire family verified as | fam- Se Ee ban eS a e 
health insurance | ilies | | | | 
| Under! $1, 050|$2, 450) Under/$1, 050/$2, 450| Under|$1, 050'$2, 450 
| | $1,050 |} to and | $1,050| to and | $1,050| to and 
|$2, 449) over | $2, 449) over |$2, 449) over 
| | } | 
| | Fea] 
ee a alae Geek aceicmcalei eee | 31.2 64.9 | 29.3 | 21.6 | 48.4 | 23.9 | 22.6 61.5 44.2| 33.5 
ON 16.5 11.4 | 23.1 | 18.2 13.6 | 15.5 | 18.2 11.0 |} 11.4 | 11.1 
2 or more commercial__-.....------| 2.3} © i <6) 2 26-18) Bil S4) 68 
Ro 39. 6 20.6 | 43.8 | 50.3 28.7 | 44.6 | 42.6 17.3 | 32.2} 31.6 
1 Blue Cross; 1 commercial____.__- 4.8 mam tf 26T &s | 2.0 4.5 6.7 3.0} 4.3! 6.3 
1 Blue Cross; 2 or more commer- | 
eee 21 ® (?) (?) —) 3m 4 (2) (?) ) 
2 or more Blue Cross_________- — 4.6 3.1 1.2 Ls 5.7 4.6 6.7 4.0 4.4 |) 10.9 
2 or more Blue Cross; 1 commer- | | 
ae aia ea A oe oT .8 Q) | ®}] @ |} -5 1.5 1.3 (2) @) | @) 
el 5 8 eds 100. 0 | 100.0 |100.0 |100.0 | 100.0 1100. 0 100. 0 99.9 | 99.9 | 100.0 
Number of cases...._.....-..--.---|1,081.0 | 47.0 |141.0 | 84.0 | 89.0 |208.0 |209.0 | 100.0 | 90.0 | 63.0 
Weighted percent of sample..-....| 100.0 3.8 | 12.8] 10.2] 9.6] 24.0 | 26.2 5.3] 4.7] 3.3 
| | | | | 








1 Adjusted income is family income per equivalent adult, with children under 12 and the 2d adult in the 
mily each counted as % adult. 
2 Less than 0.05 percent. 
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TABLE V.—Insurance coverage of in-hospital medical expense: Distribution of 
persons by percent of verified coverage within age and adjusted income 





























| Age of individual and adjusted income ! 
| | 
Percent of in-hospital | | 
medical expense cov- All | Under 5 5to14 15 to 44 45 to 64 65 and over 
ered by all verified pol- 2 ae ee i 4 
icies applying to the | sons | | 
individual | | Under $1, 650| Under|$1, 650| Under/$1, 650! Under)$1, 650| Under/$1, 650 
$1,650 | and | $1,650 | and | $1,650 | and | $1,650 and | $1,650} and 
| over over | over | Over | over 
| | 
OO sc ictcrin jaitnnnmmaasl a 35.4 | 10.9 | 27.0 | 12.6 31.7 | 14.1} 29.0 13.8 | 58 6 43.0 
SO oo setae 2 @) |} @ | @ @) |} @ | @ LO} 3 (2) 9 
MOG BOs nccsennwndas -1| @ | ® ?) |} @ | ® | ® (2) (2) 2.9) .5 
30 to 39 Sate £6} .6) .81 BS] 41 BO] .2 1.8] 14) 21) 27 
40 to 49 : x sine Rae 2.4) 1.3] 1.7 1.9 2.2} 1.4 4.1 -3 | 2.0 | 2.3 
50 to 50.__-- | 5.5| 45| 27] 44] 52| 38] 46] 84/103] 48 | 10.4 
60 to 69 eee eer 50} 3.5| &7] 39) 8&0 3.8] 6.2 1.6 3.4 2.6 3.1 
MUO Mibcacscnncemiakaceedl 11.1 | 10.1 | 13.3 | 9.1 | 12.1 8.7 | 14.1 12.9 | 10.9 4.5 | 5.7 
SO to 89 ipvaidiaiiasesn andl kcantendo 14.1 14.4 | 17.5 13.5 | 13.1} 12.5] 13.5 | 8.2 | 19.2) 10.1 | 15.6 
PT gh, | ee | 26.4] 19.1 | 35.3] 24.71] 33.1) 22.1/30.9| 27/203] 51] 7.4 
Coverage not available 3___ 12.7 9.7 10.0 13.9 | 13.4 13.5 | 14.9 12.4 | 11.2 7.4 | 8.2 
TAG iikkatccnnamens 100.0 | 99.9 |100.0 | 100.0 | 99.8 | 99.9 |100.0 | 100.1 | 99.9 | 100.1 | 99.8 
Number of persons. .-_.__|3, 516.0 | 254.0 |264.0 | 419.0 |298.0 | 550.0 |778.0 139.0 |390.0 | 200.0 | 224.0 
Weighted percent of | | | 
| ne ae 6.4 7.3) 11.4} 10.1 | 15.4 | 25.6 4.111301 3.1] 2.5 


} 
' 


| 








1 Adjusted income is family income per equivalent adult with children under 12 and 2d adult counted as 
16 adult each. 

2 Less than 0.05 percent. 

3 Includes cases where (a) person not covered by policies in force verified as health insurance, but is cov- 
ered by 1 or more policies which could not be verified, and (6) persons covered by policies in force verified 
as health insurance, but all policies were not available as to coverage. 


TABLE VI.—Verified type of health insurance: Distribution of individuals, by 
type of insurance and group status within age and adjusted income 




















| Age of individual and adjusted income ! Median 
: ah me x hs _ degree 
| | | | | of in- 
Verified type of All | Under 5 5 to 14 15 to 44 45 to 64 65 and over {hospital 
health insurance Oe Fn ee 2 Ee a ete sia | medi- 
and group status| sons | | | | cal ex- 
Under} $1,650|U nder $1,650! Under $1,650) U nder/$1,650| U nder|$1,650| pense 
| | $1,650 | and | $1,650} and | $1,650} and | $1,650 | and | $1,650} and | cover- 
| over | | over | over | | over | |} over | age 
ca | 
1 private policy: | | } | Percent 
Group.......--| 15.8 | 18.6 | 24.3] 11.0] 26.1] 133/191] 80 | 11.9} 1.0 3.1 | 75 
Nongroup. -.-_.} 2.7 1.6 1.4 1.1 3.0 15} 2.6] 4.8 3.3 9.1 6.4 45 
Status not | } | | 
available____-| 8! () 1 18} () | 21.3) .9) @ | ® (2) PLease 
1 Blue Cross | t | | | 
policy: | 
CINE eicrminm | 36.4 | 27.5 | 42.2 | 40.3 | 39.6 32.5 | 39.1 23.3 | 44.8 12.1 | 22.6 | 91 
Nongroup -| 67] 68] 52) 47] 50 4.8| 61) 12.4 / 10.0 8.8 | 11.8 | 74 
Other combina- | | | 
tions: 3 
CO So Sac | £8) 2eh Shin het xe LG) 211. BSE] 28 9 4 | 78 
LS ees oe oe 7 { 4 £1 £61 220-33 5 9 | 85 
Nongroup____--| 9! (3) Soe) eee oF Oo) .@¢ &¢ (2) 1.5 3.6 | 51 
No health in- | | | | | , | 
surance....-.--| 22.3 | 35.4] 10.9] 25.1] 12.6 | 31.7] 13.7] 29.0) 13.8] 58.6 | 43.0 /........ 
Not available | | 
whether has | | | | | 
health in- | 
surance. .....-. | 11.8 8.7) 9.9] 13.7 | 11.3 12.6 | 14.5 12.4 mii Bs 8.2 |-----a-0 
Total___.----} 100.0 | 100.0 | 99.9 | 100.0 |100.0 | 99.9 |100.0 | 99.9 |100.0 | 100.0 |100.0 485 
Number of | 
persons 3,516.0 | 254.0 |264.0 | 419.0 |298.0 | 550.0 |778.0 | 139.0 |390.0 | 200.0 |224. 0 eer 
Weighted per- | 








cent of sample 100. 0 6.4 7.3 11.4 | 10.1 | 15.4 | 25.6 4.1 | 13.0 3.1 3.5 


1 Adjusted income is family income per equivalent adult, with children under 12 and the 2d adult in the 
family each counted as 44 an adult. 

2 Less than 0.05 percent. 

3 Any combination of more than 1 policy, either Blue Cross, private, or both. 

4 Median of those with some verified coverage. 
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Mr. MoNerney. First of all, I should like to identify myself as the 

director of the Bureau of Hospital Administration of the University 

of Michigan which is a combined effort of the Schools of Medicine, 
Business, “and Public Health. 

For the past 2 years we have been very busy on a study of hospital 
and medical economics in Michigan, stimulated by a Governor’s com- 
mission and financed by the Kellogg Foundation in the amount of 
some $372,000. 


PERTINENT FINDINGS OF HEALTH STUDIES 


Let me in very brief outline tell you about some of the things we 
have that I think might be useful to your committee. 

First of all, we have a population survey of what people spend on 
health, what their resources are, what difficulties they have had get- 
ting and keeping insurance, et cetera, plus identification data in- 
cluding age. 

We have also studies of how effectiv ely the hospitals are being used 
which can be broken down by age groups of patients. 

We have data on what current health repayments insurance cover- 
ages are available in Michigan, under what limitations broken down 
by age. 

We have also what the impact of experience rating is on community 
rating and the relationship between utilization and benefit structure. 

For example, do coinsurance and deductible items do what they are 
supposed to do? 

I think these and some other factors, for example, the stability of 
insurance during a recession, should be of interest to you. I have 
been in correspondence with Mr. Spector and, as I have told him, 
you are welcome to any of these data as you may wish at any time. 

Unfortunately, most of our studies will not be finished until June 
so that I cannot give you a lot of facts now. I have presented those 
that we have. I hope you will visit us to get more. 

I think, in essence, what we have shows this, that is, that the aged 
certainly have significantly lower income and lower insurance 
coverage. 

We are able to demonstrate that the insurance that they have is 
less effective in terms of what it covers. We can show that they have 
higher medical expenses and that they spend a disproportionate 
amount on medicine as compared to other elements of the population. 

We are able to show they have fewer people at home to rely on to 
provide care that might be provided at home. They use the ‘doctor, 
the hospital, and drugs more, and in the higher income brackets of 
the aged, interestingly enough, they are paying more out than value 
received. 

They do have higher liquid assets than comparable groups at lower 
ages and they do have fewer family members. 

Our studies have shown, also, that the low-income families, par- 
ticularly those with a large number of children, are in difficulties that 
parallel the aged to a marked degree and I think this should be noted. 
There is ev idence to show that there is more stability among the aged 
in staying in the low-income category and that there is a greater 
tendency for the others to move in and out of that category, perhaps 
justiiying a greater focus on the aging. 
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The results of our analyses of prepayment insurance are very 
rudimentarily analyzed to date. 

Let me just m: ake a few more comments and then I will be through. 

There is real evidence to demonstrate that both prepayment and 
commercial insurance companies are interested in getting into some of 
the areas they have avoided to date. That is, they are beginning to 
sell aggressively among aged and other groups. They are trying to 

aise their benefits. They are adding provisions to allow dependents 
at any age, no age limitation on conversions, they are getting into the 
retired groups as you have heard. 

I would say that there were heartening signs among the voluntary 
agencies that they are at least trying to do something for difficult 
groups. The plight of some of the aged of low income is such, how- 
ever, that one cannot help but wonder if there will not be an irreduci- 
ble minimum that needs additional support. I might add that among 
the companies that we have contacted some feel that this support is 
in the offing and that it is desirable. 

With those few comments which cover a fair amount of data, I 
will close. 

Senator McNamara. Thank you very much, Doctor. I think that 
you have made a very fine contribution to our record here and the 
tables which have been furnished by you are very interesting and you 

‘an be sure we appreciate having this material for our record and will 
give them every consideration, 

Mr. MoNerney. Thank you. 

Senator McNamara. Our last witness is Dr. Martin Cherkasky. 

Dr. Martin Cherkasky is director of the Montefiore Hospital in 
New York. 

Do you have a prepared statement, Doctor ? 

Dr. Cuerkasky. | have given Mr. Spector a prepared statement. 

Senator McNamara. All right. 

Dr. Cuerkasky. In view of the shortness of time, I would like to 
have the opportunity subsequently to expand that statement for the 
committee. 

Senator McNamara. We would be very happy to keep the record 
open for a few days to give you an opportunity to do that. How 
long would you require / 

Dr. Currkasky. In the next week. 

Senator McNamara. Fine. We will print your statement in its 
entirety in the record and any subsequent statement that you submit 
will be added at this point in the record. 

(The prepared statement of Dr. Cherkasky follows :) 


PREPARED STATEMENT OF MARTIN CHERKASKY, M.D. 


This statement will only attempt to point up some of the highlights of the 
problem we face in providing medical care for the aged. In no sense will it at- 
tempt to be an exhaustive statement either of the problems or the solutions. 

Before we consider methods of financing medical programs for older people, 
it is essential to understand the nature of the medical care problems which face 
older people and the professional and organizational solutions to these problems. 
I think a few salient characteristics of the aged group, which I will consider to 
be people 65 and over, will outline the problem adequately : 

I. The primary medical problems in older people are the chronic diseases: 
heart disease, cancer, diabetes, neurological disorders, arthritis, strokes, and 
other similar illnesses. 
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II. The characteristics of such chronic diseases are most often insidious onset, 
are always long in duration, and are often associated with significant handicaps 
and disability. 

III. Chronic disease for the purposes of planning programs has two significant 
phases: (a) The initial phase, lasting days or weeks, during which period there 
is either severe life-threatening illness or active diagnostic and therapeutic 
problems, and (b) the second stage of illness, lasting for months or years, where 
the problems tend to be much less acute but more stubborn and require different 
resources than the first stage. 

IV. Most of the serious chronic diseases which show themselves at age 65 
and beyond are rooted in the earlier years of life. 

With these considerations, what are the medical care resources which are 
appropriate to meet the medical care problems which arise in older people? 

For the active, acute stage of chronic disease, the stage where definitive 
diagnosis is required and definitive therapy is possible, the modern general 
hospital with some modification to include rehabilitative activities, social serv- 
ice activities, and related services, is the place for this phase of care. It might 
be pointed out that the present differentiation between acute general hospitals 
and hospitals for chronic diseases are meaningless when examined closely. <A 
patient whether he is 15 and suffering from an acute illness or he is 70 and 
suffering from the active phase of chronic disease is in need of the same 
resources. The only criteria should be “Is the patient ‘hospital sick’ or is he not?” 
The difference lies in the fact that the younger, acutely ill patient will have all 
his illness measured solely by his hospital stay, whereas with the older person 
or the younger person with chronic disease the hospital covers only one phase of 
the illness. 

After the general hospital phase of the illness the patient’s needs can be best 
cared for in other places and by different groupings of health personnel. It is 
in both the patient’s and the community’s interests that the patient’s active hos- 
pital stay should be just so long as it is necessary and no longer. The patient 
kept in a general hospital after he no longer requires that facility will tend to be 
bypassed. From the point of view of the community, there is no more expensive 
and precious a resource than the hospital bed, and we must surround the hos- 
pital constantly with other medical care resources to insure that the general 
hospital is used for its stated purpose—definitive diagnosis and definitive treat- 
ment of disease. The other medical care resources designed to meet patients’ 
needs and protect the appropriate use of hospital resources are as follows: 

1. The outpatient department or the doctor’s office. Here, patients who are 
ambulatory, either before or after hospitalization, can receive their care. Of 
course, this is the most desirable form of care for it keeps a patient in the com- 
munity and is by all odds the least expensive form of medical care. 

2. Where you have a patient who no longer requires the hospital but, for a 
variety of reasons, cannot be cared for on an ambulatory basis then the next best 
method of care is organized home care. After proper evaluation of the patient, 
his family, and his home an organized, integrated group of medical, nursing, 
and related services is brought to bear upon the patient within his home. This 
method of care has many extremely desirable features: It takes advantage of the 
home as an appropriate place to care for the patient with all the strengths and 
comforts a home possesses ; it allows for a kind of individual care which is almost 
impossible to obtain within an institution: and it allows the patient with fairly 
serious medical problems to be cared for properly and at the same time spares 
the hospital bed. Home care is less expensive than institutional care. 

3. Where the patient has received the maximum benefit from hospital care and, 
for a variety of reasons, home care is not feasible then a nursing facility de- 
signed to provide skilled nursing and rehabilitative services is the appropriate 
locale for the patient, particularly if it is anticipated that these services will, 
after a period of weeks or months, enable the patient to return to his home. 

4. It must be recognized that certain patients, despite every medical effort, have 
so stubborn a medical problem with such severe disability and handicap that 
rehabilitation sufficient to enable them to carry on in the community is not 
possible. This decision may be reached after an initial hospital stay or after a 
trial within the nursing-rehabilitative facility. We will call this patient a cus- 
todial patient. If he cannot be taken care of in his own home, and again the 
home is first choice, then he must be cared for in a custodial facility. 

All phases of chronic illness can be effectively and economically dealt with by 
this spectrum of outpatient department and doctor’s office for ambulatory 
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patients, the hospital, home care, nursing home, and custodial institution for non- 
ambulatory or semiambulatory patients. Since common to all of these methods 
of care is the need for medical care, it would seem highly appropriate that the 
hospital, in addition to assuming its traditional hospital responsibilities should 
be the central point for these related facilities. We believe that the general 
hospital, in addition to assuming its traditional hospital responsibilities, should 
also undertake provision for the medical care required in home care, the nurs- 
ing home, and the custodial institution. The effective integration of hospital 
care, home care, nursing home, custodial institution, and ambulatory medical 
care services, is the most effective way of providing appropriate care at the 
appropriate stage of illness and, at the same time, protecting the costly hospital 
bed from unnecessary utilization or utilization for purposes for which it is not 
intended. 


FINANCING MEDICAL CARE 

People at age 65 and over are faced with the greatest medical hazard at a time 
of lowest income. This situation pertains to the vast majority of older people. 
For the vast majority of older people 65 years of age or over, or those who are 
close to this age group, the only means of meeting their medical care needs is 
through the use of tax funds. For those people in our society who are in the 
midst of their productive years of life some mechanism has to be made available 
whereby sufficient moneys can be set aside during these years to meet the in- 
creased medical care needs which they will face when they reach retirement. 
The OASDI provides the most readily available device to accomplish this end. 


STATEMENT OF DR. MARTIN CHERKASKY, DIRECTOR OF 
MONTEFIORE HOSPITAL, NEW YORK 


Dr. Cuerkasky. As Senator Javits mentioned earlier today, in any 
financing program, we must be careful about the kind of services 
which we encourage. If moneys will force or put many older people 
in hospitals for periods of time which they do not require, we are not 
only going to do a disservice to the patient, but will also overburden 
the already strained hospital system. So that the organizations for 
services and standards for services are fully as important as the 
methods of financing these services. 

Senator McNamara. Doctor, do you have any doubt that the doctors 
who, I think generally—almost universally—would place the people 
in hospitals could not be trusted in this area? 

Dr. Curerkasky. I would say to you, Senator, that if you have the 
choice between putting a patient in a good hospital or the choice of a 
very second-class nursing home, which is very common in our coun- 
try, if you have no opportunity to put the patient under home care, 
if you do not have adequate ambulatory diagnostic service, it has very 
little to do with the morals or virtue of doctors. He may be very vir- 
tuous and may be forced to use a hospital facility, and not the facility 
he prefers and that the patient requires. 

Senator McNamara. If they lack all these facilities, then obviously 
this person needs to be hospitalized. You would not keep him out? 


COORDINATED PROGRAM OF HEALTH SERVICES 


Dr. CuerKAsky. No, but my approach would be in a very positive 
sense. I believe we must use whatever money is appropriated or 
made available from whatever source to encourage the integration of 
the following services: The hospital for the definitive diagnosis and 
treatment of the patient with long-term illness, but for the best. in- 
terest of the patient and to protect the hospital resources, we must 
In many of your previous hearings home care was 


have home care. 
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stressed. Unless financial provision is made which will encourage 
the development of home care, you will not get it. We also must have 
the nursing home facilities in here, too. If we merely provide for 
nursing facilities without setting up standards, we will have the same 
deplorable situation which exists in the United States today. The 
worst problem we face in institutional care is what is going on in our 
nursing homes, where you find many patients without adequate pro- 
crams of nursing care, medical care, and rehabilitative services. 
Many of these patients could be returned to the community with a 
adequate program. In addition, we require custodial institutions for 
those people for whom there is little or no rehabilitation potential and 
who must be cared for in an institutional setting for the remainder 
of their lives. Therefore, to protect the modern general hospital for 
the purpose for which it was created and give the older people what 
they need, we must surround the hospital with ambulatory services, 
organized home care services, nursing home facility, and custodial 
stitution. 
FINANCING OF MEDICAL CARE 


With regard to the matter of financing, we believe that the problems 
of the aged have two facets. For those 65 years or over, it is impossible 
for them to provide during their productive years for their older 
years. For most of these people only tax funds can pay for their 
medical care expenses. 

For those who are in the productive years of life, 12 method must 
be developed so that during these years they can set aside the moneys 
which will be necessary to provide their medical care after age 65. 

One further and last point: Moneys which are, and are appropri- 
ately, a very great incentive must have tied to them standards of 
quality in whatever resources they pay for and must encourage the 
kinds of care which are in the interests of the patient and also 
economical. 

For example, it would be very appropriate to provide for 3 days 
of home care coverage or 4 days of home care coverage for 1 day of 
hospital coverage. In this way longer periods of coverage would be 
made available and, what is more, the patient would then be in that 
facility most appropriate for him. 

Thank you, Senator. 

Senator McNamara. Thank you very much, Doctor. 

I notice your prepared statement goes into a great deal of detail 
and we are very happy to have it. I note your reference to nursing 
homes and the inadequacy of so many of them. 

For some reason, we are very conscious of that. As of now, we 
are leaving it to the States pretty largely to establish minimum 
standards for these nursing homes. It is practically the expressed 
hope that we will continue to leave this to the States. 

Do you feel that the Federal Government will have to get into the 
picture to establish these standards? 

Dr. CrerKkasky. In our own State and many other States they 
have perfectly adequate standards for nursing homes, but they are 
impossible of enforcement. Most nursing homes are proprietory. 
Many, if not most, patients in nursing homes are supported by tax 
funds. The kinds of money provided makes it impossible to get the 
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kind of service which is required. Therefore, we have the untenable 
position of having the State set nursing home standards and then not 
providing sufficient moneys so that the nursing home can meet these 
standards. 

I think it perfectly possible to allow the States to set the standards 
but we must be sure that the payments are adequate and that pay- 
ments must be tied to standards. 

This should not only be for nursing homes but for hospital care 
as well and if we include, for example, surgical benefits as is now in 
the Forand bill, we must be sure that money goes with the standards. 

Senator McNamara. Thank you very much, Doctor. We appre- 
ciate your cooperation a great deal. 

This concludes this series of hearings. We will have more hearings 
in the future, subject to the call of the chairman. 

Thank you very much for your cooperation. The hearings are 
adjourned. 


(At 12:05 o’clock p.m. Wednesday April 13, 1960, the hearings were 
aienes) 











APPENDIX 


PREPARED STATEMENT OF WALTER J. SHEERIN, DirREcTOR, NEW YORK HOTEL TRADES 
CouNcIL 


I address your committee, as the director of the pensioners society of the 
New York Hotel Trades Council, 38,000 workers and pensioners, which including 
their families represent 1 million people. 

We strongly urge you to support adequate health care for the aged. We 
favor the use of the social security mechanism as the most economical, efficient, 
and practical method of universal insurance in this country. Health care is a 
logical and necessary extension of the social security system. 

We are unalterably opposed to the Government subsidizing insurance com- 
panies. Americans do not want a Government-operated ‘health dole system” 
for their elderly citizens. They don’t want charity, but security with dignity. 
They want health insurance paid in advance at no cost to the Government. 

We agree wholeheartedly with the majority report rendered by your committee 
when you stated that health care should be given priority consideration at this 
session of Congress and that the best method of operating a universal health 
insurance program throughout the Nation is the social security system. 

In New York City, a couple on relief are granted 851 a week as the minimum 
amount necessary to meet their basic needs. The minimum yearly amount neces- 
sary to live moderately for a single person is $1,800 and a couple, $2,400 annually. 

The average amount of social security old-age benefits paid in New York City 
is: For a single person $900; a couple $1,400. These figures show that a de 
ficiency in income of at least $900 annually exists for each group. 

The pensioners of the New York Hotel Trades Council receive a maximum 
of $40 monthly. Prior to their retirement they had full hospitalization insurance 
coverage through a collective bargaining contract which was accepted in lieu of 
a wage increase during the war. 

When they retired, they lost this because it would be too expensive for them to 
convert. Even with the total of social security old-age insurance plus our small 
pension they are about $1,000 a couple short of what is considered by the New 
York City Welfare Department as a minimum moderate income. 

Most union members in New York City do not have a private pension system 
such as ours. The absence of protection against heavy medical costs is today 
one of the most vital needs of our pensioners and all older citizens. The high 
costs of hospital service, doctors, drugs, appliances, and nursing homes are be- 
yond the reach of most retired workers in New York City, as well as our 
pensioners. 

The whole underpinning of the retirement program is swept away by the first 
serious illness of our older citizens. 

Our welfare programs are dangerously menaced by the constant increase in 
the cost of voluntary health insurance. 

The Forand bill, or its counterpart, would relieve welfare agencies, union- 
management welfare funds, hospitals, and Blue Cross of the high cost load of the 
aged. Public welfare agencies in New York City, which state that one-third of 
all municipal hospital patients are 65 years or over, would benefit greatly by 
being relieved of the burden of this group. It could then provide a better quality 
of care for other patients. Four-fifths of the retired members of the hotel 
trades council do not have hospital insurance. This is an average figure for 
the entire city of New York for people in this group. These are the people who 
would be forced to our municipal hospitals in any case of serious illness. This is 
public assistance—charity—which the Federal, State, and city governments 
must finance. Organized labor abhors it. The retirees don’t want it. They 

vant security with dignity. 

Charity is not the solution to the medical needs of our older citizens, our re- 
tired union members. But on the contrary, it magnifies and increases problems 
of rehabilitation of the aged. 
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Leaders of the AMA talk of opportunities for public assistance or free care 
open to our “medically indigent.” sut people should not be forced by high 
medical bills to use up their savings, etc., and thus become medically indigent 
and wind up in municipal hospitals which very often provide care which is not 
always of high quality. 

Our members want medical care as a matter of right just as they are now 
receiving old-age and survivors benefits as a matier of right without application 
of a means test. 

They want to pay for it while they are better prepared to meet the cost. 

Private insurance companies, including Blue Cross, Blue Shield, and commer- 
cial groups, admit they cannot provide hospital and nursing home care at rates 
within reach of our older citizens. Many won’t insure older people. 

Many formulas are being produced to solve this problem, such as reduced 
or subsidized insurance rates. These could not help people who cannot afford 
to pay any rate of premium at all—which is three-fourths of our aged. 

For the aged and other groups covered by social security benefits, the Forand- 
type bill would provide lasting protection, which could not be canceled or lost 
because of inability to pay premiums, Contributions during years of earnings 
would establish the right to full benefit for life. 

Most important, also, is that this is a self-paying plan—no drain on the Gov- 
ernment. The Forand bill type of legislation which calls for a Federal old-age 
insurance program, can provide almost universal coverage. It can give the 
greatest protection for the lowest possible cost, because of its already estab- 
lished .and efficient machinery and because it is a nonprofit governmental plan. 

It would ease the financial problems of municipalities and private hospitals 
and union-management health and welfare plans. It would relieve welfare 
agencies, private and public, of a welfare load now financed by taxpayers or 
donations. 

We ‘believe that the committee has sufficient evidence and it can be readily 
confirmed of the shortcomings of private insurance with respect to this problem, 
which amply indicates the need for Federal action—now. 

The need for adequate health care for the aged is more important to Ameri- 
eans than foreign aid. Insurance company lobbies are strong, but the Ameri- 
can people are stronger. Their interest should be our first concern. 

The problem: Is health care for the aged needed urgently ? 

The answer: Yes, definitely. 

Can private insurance companies solve it? 

No. Cost too high—out of reach of those who need help. 

What is the most efficient, economical, practical universal insurance method 
available? 

Answer: The social security system. 

It is not socialized medicine. It is not inflationary. It will not hurt doc- 
tors—on the contrary, it will help the medical profession. It will provide 
financial support to hospitals now not receiving it. 

Is the financing sound ? 

Yes, just as sound, and cheaper, than private insurance companies can pro- 
vide. 

Men and women, who are in their declining years today, deserve a better deal 
than they are getting. They have lived through two World Wars and a series 
of depressions. They have worked hard and long to build our communities, our 
industries, our unions, and our Nation to the peak that exists today. They were 
the pioneers of our industrial age. 

It is not their fault that many of them have not heen able to provide for 
retirement. With living and medical costs constantly rising, and their numbers 
increasing (16 million now) the Federal Government must act now and provide 
a sound, complete health care program. We say the Forand bill. and other 
similar legislation, provides it. 

Sixteen million older citizens, their families and friends and the entire labor 
movement support this type of legislation. They want favorable action by 
Congress now. They will be observing how their representatives vote on this 
issue. 

We respectfully urge the subcommittee to forcefully recommend to the Com- 
mittee on Labor and Public Welfare. as well as to the entire Senate body, favor- 
able action on prepaid health care for the aged. 
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PREPARED STATEMENT OF THE AMERICAN NURSING HOME ASSOCIATION 


The following statement is filed with the subcommittee on the part of the 
American Nursing Home Association by Mrs. Goldie Rogers, R.N., chairman 
of the legislative information committee. 

It is incumbent upon us in presenting this statement to repeat in part, and to 
bring up to date, statements made before the subcommittee on August 6, 1959, by 
our president, Mrs. Florence L. Baltz, R.N., which remain essentially applicable 
today. 

We are pleased to report to the subcommittee that the FHA insured loan 
program, sponsored by Senator John J. Sparkman of Alabama, for the construc- 
tion of new nursing homes and the rehabilitation, refurbishing, and reequipping 
of presently existing, safe, licensed nursing homes, is now actively functioning. 

We wish to commend the FHA staff for the thoroughness, forthright approach, 
and fairness, in preparing the regulations and construction standards that will 
govern this program. 

The outside consultants, including a special committee from our association, and 
others participating in reviewing these standards and regulations were very 
favorably impressed by the staff work in the FHA. 

At the last report from the FHA 1,500 to 2,000 inquiries for construction of 
new nursing homes had already been received in the field offices throughout the 
country, resulting in hundreds of preapplication discussions and analyses. This 
is indicative of the interest of the public and nursing home administrators in 
providing adequate facilities to care for the increasing number of aging and 
chronically ill persons. We consider this new FHA insured loan program a major 
milestone in the care of the aged and chronically ill. 

We wish to express our appreciation to the members of this subcommittee for 
calling to the attention of the public the need for increased payments to the 
nursing homes for the care of these patients. We feel that this problem still 
exists in most of our States and that perhaps through this committee’s actions, 
investigations, and statements, these inadequacies can in some measure be cor- 
rected, and the care of the patients dramatically improved thereby. 

Obviously, when payments for certain of the patients are inadequate the care 
of these patients is inadequate of their care is partially financed by the fully 
paying patients, or donated by the nursing home administrator. 

We would like to report the results of a survey in which the American Nursing 
Home Association participated, in more than 800 nursing homes throughout the 
United States, which shows that financing of nursing home care is being accom- 
plished primarily by the patient himself, his relatives, or through public assist- 
ance. 

Aged patients are more frequently becoming able to contribute to their own 
maintenance because of their eligibility for Federal old-age and survivors insur- 
ance benefits, either as persons formerly in covered employment or as eligible 
survivors of such persons. Despite this development, more than half the patients 
in nursing homes participating in the questionnaire study were receiving public 
assistance, and two-thirds of these were completely dependent on public assist- 
ance to pay for their care. The sources of funds for care of patients in homes 
participating in the questionnaire study were: 

Percent 


Source of funds: of patients 
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2 Less than 1 percent. 
NOTE 


The sum of the percents in the foregoing table add to more than 100 percent 
because care for many patients was paid by more than one source. 

Other interesting statistics include the following: 

1. About 43 percent of the homes have been established by their present owner- 
ship in their present location during the past 5 years. Since 31 percent have 
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been operating for a period of 10 years or more, it suggests a fair degree of sta- 
bility in the operation of these homes. 

2. About 89 percent of the beds in the surveyed homes were occupied at the 
time of the survey. 

3. Less than one-tenth of the patients in these homes are under 65 years of 
age. 

4. About two-thirds of all patients are women. 

5. Patients provided nursing care constituted 93 percent of all patients; 
patients provided personal care, 6 percent; and the balance of 1 percent received 
residential services only. 

6. About 19 percent of all nursing home patients were completely bedfast. An 
additional 30 percent were in bed most of the time, and 51 percent were ambula- 
tory with minimum help. Older patients were more frequently confined to their 
beds than were the younger patients. 

7. About one-half of the patients had been in these nursing homes about 19 
months. On the other hand, nearly one-fifth of the patients had been in these 
homes for 4 years or more. 

8. About 61 percent of the homes had a staff or consulting physician. 

9. About 61 percent of the homes had a registered nurse in charge of its nursing 
staff. An additional 29 percent had a licensed practical nurse. 

In spite of this survey, and other information on hand, we feel there is still 
room for a classification of nursing homes and homes for the aged based upon 
the services carried out in these facilities. More effective strictly administered 
licensing laws for nursing homes are needed in a number of States. 

Since our appearance before your committee in August, we are pleased to re- 
port that there has been an increase in private insurance programs which provide 
eare in nursing homes. This program, started originally by the Mutual of Omaha, 
followed shortly thereafter by Continental Insurance Co., has been entered by a 
number of other insurance carriers and has shown substantial growth. We are 
certain this trend will continue. 

Possibly because of this stimulation of the White House Conference on Aging, 
States and local committees have been looking at their programs for care of the 
aging. This has resulted in extension of medical care through community plan- 
ning, including homemaker services, visiting nursing services, day centers, recrea- 
tion centers, home care programs, and referral, information, and counseling 
centers. 

Throughout these meetings there has been a recognition of the need for facili- 
ties for the care of the aged when they cannot be cared for in their own homes; 
this includes nursing homes, homes for the aged, and boarding homes with a 
sheltered environment. 

There is also recognition of the problem of financial status of the retired 
person with the hope that pensions and their retirement programs will be in- 
creased and strengthened to adequately provide the necessary funds to meet the 
cost, whatever the need of the individual may be. Flexible retirement and 
liberalization of the work restrictions under social security certainly would 
solve some of the problems. We must always keep in mind, however, that public 
assistance may be needed by many of those who are not covered by social secu- 
rity or other pension plans, and for catastrophic illness unless provided for by 
insurance or pension plans. 

Increases in public assistance may be indicated at this time. 

In conclusion, we would like to state that it is our considered opinion that an 
increase in public assistance would go far in alleviating the situation at the 
present time and in the foreseeable future. 
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PHILADELPHIA, Pa., April 7, 1960. 
Hon. Jos. R. Crark, 
U.S. Senate, 
Washington, D.C. 

Dear Senator: Enclosed herewith is a letter I received yesterday from the 
Metropolitan Life Insurance Co. This policy was issued to me May 9, 1927, 
exactly 33 years ago. Since then I have been paying approximately $108 a year 
for this protection. 

During that period in 1947, I had surgery performed, and they paid a claim 
of approximately $1,200. Now that I really need this protection, after collecting 
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from me about $3,400, they see fit to cancel same. Of course I should not lose 
sight of the fact that they are being very magnanimous to offer me an accident 
policy which I am not interested in taking. 

I am sending you this letter, because I believe it is very timely, and may prove 
a point in your efforts to secure protection for folks approaching retirement age. 

I am of the opinion that a great hoax is being perpetrated on the American 
public, by so many insurance companies in glowing ads, in the newspapers offer- 
ing protection which is phony. Sure they will give you protection until such a 
time when in their opinion you may need it, they cancel. 

I am perfectly willing to come to Washington at my own expense, to explain 
to the committee, what happened in my case. 

Very truly yours, 
SAMUEL D. SCHWARTZ. 


METROPOLITAN LIFE INSURANCE Co., 
New York, N.Y., April 4, 1960. 
Re policy 213,606 AH—May 9, 1927 expiration date, May 9, 1960 
Mr. SAMUEL D. SCHWARTz, 
Philadelphia, Pa. 


DEAR Mr. ScHwaArtz: You will recall our letter prior to your 60th birthday 
wherein we offered to continue your policy beyond the age limit. Our offer was 
accepted, and your policy was continued accordingly. 

Our records indicate that you will attain age 65 on May 1, 1960. Consequently, 
we regret that we will be unable to authorize further continuance of this insur- 
ance beyond expiration of the current term. Accordingly, the insurance will 
terminate on the expiration date, and the provision with regard to renewal grace 
will not be effective. 

While we cannot continue the original policy as issued, we can consider to sub- 
stitute a personal accident policy which is renewable up to age 65. This policy 
provides that the insurance will cease to be effective on the renewal date preced- 
ing the 65th birthday of the insured. However, we are willing to waive the age 
limit if the policy is issued, and further renewal will be considered at each ex- 
piration date with the understanding that the insurance may not be continued 
beyond age 70. Assuming that you expect to remain actively engaged in business, 
we shall be pleased to consider the substitution of such a policy which will be 
identical to the original policy as far as accident insurance benefits are concerned. 
The semiannual premium would be $16.40, which is the accident portion of the 
original premium. 

If you are interested in this procedure, you may complete and return the at- 
tached application. Also, sign the attached copy of this letter indicating your 
acceptance to waive the age limit expressed in the policy, if issued. We ask that 
you give the matter prompt attention so that the new policy, if issued, may be 
made effective as of the expiration date of the original policy. 

Since the company does not issue accident insurance of this type to new ap- 
plicants beyond the age of 55, we ean make this offer to you only on the basis of 
a change in your original insurance. Accordingly, we shall be obliged to with- 
draw this offer if we do not hear from you prior to the indicated expiration date. 

Yours truly, 
W. V. Ropertson, 
Staff Undericriter. 


THE JEWISH COMMUNITY CENTER OF GREATER WASHINGTON, 
Washington, D.C., March 18, 1960. 
Senator PAT MCNAMARA, 
Chairman, Subcommittee of Senate and Labor and Public Welfare Committee, 
Subcommittee on Problems of the Aged and Aging. 


DEAR SENATOR MCNAMARA: Enclosed you will find a resolution drawn up and 
passed by the members of the Golden Age Club of Washington, D.C. Attached 
to it is a list of members who signed the resolution, the originals of which are on 
file at the Jewish Community Center. 

We feel this resolution speaks for itself and sincerely hope you will continue to 
act in support of legislation helpful to the senior citizens of the United States. 

Sincerely, 
JAcoB LEVIN, 
Cochairman of the Discussion Corner Club, Golden Age Club. 
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GoLDEN AGE PROGRAM SPONSORED BY DisTRicrt OF COLUMBIA SECTION, NCJW AND 
THE JCC or GREATER WASHINGTON 


The members of the Golden Age Discussion Corner have spent several meet- 
ings discussing the social security program and what it means to our members. 
To help us in our consideration of this matter, we have heard from two experts 
in the field—Mr. Fred Little of the District of Columbia Social Security Office, 
and Miss Bassett, Executive Director of the District of Columia Council on 
Aging. We have also seen two films concerned with social security. 

As a result of our discussions, we have drawn up and endorsed the following 
resolution. We now present it to the whole golden age group for approval. We 
ask you to indicate your support of the resolution by signing your name. We 
then will forward the resolution to the appropriate agencies, so that Congress 
may know of our interest. 


RESOLUTION—J ANUARY 28, 1960 


Whereas an increasing percentage of the Nation’s population is comprised of 
older and aged persons ; and 

Whereas most of these older citizens are dependent upon old-age assistance 
and social security payments for their income; and 

Whereas because of their age, these older citizens are in greater need of medi- 
cal care and related attention than any other age group; and 

Whereas these costs, as well as the overall cost of living, have steadily. risen ; 
and 

Whereas there is no indication that the cost of living will go down appreciably 
in the future; and 

Whereas the recent increase in social security payments has not kept pace 
with cost-of-living rises : Therefore, be it 

Resolved, That the Golden Age Group of Washington, D.C., urges the Congress 
of the United States to consider and enact legislation at its present session 
which would increase social security payments to reflect the increased costs of 
medical care and the cost of living in general. 


UO 8 ee eiesie et eee et 
Member, Golden Age Program. 


AMERICAN FARM BUREAU FEDERATION, 
Washington, D.C., April 7, 1960. 
Hon. Pat MCNAMARA, 
Chairman, Senate Subcommittee on Problems of the Aged and Aging, Wash- 
ington, D.C. 

DEAR SENATOR MCNAMARA: The Farm Bureau is strongly opposed to any legis- 
lation to amend the social security and Internal Revenue Code to provide for 
the payment of the cost of hospital, nursing home, and surgical care for per- 
sons eligible for old age and survivors insurance benefits. 

Adding very costly health schemes of unknown proportions could further im- 
pair the acturial soundness of the entire social security system. 

Social security taxes are now scheduled to reach 9 percent of the payroll in 
a few years. It has been estimated that a compulsory payroll tax deduction to 
take care of proposed compulsory health legislation would cost taxpayers at 
least $2 billion in the first year. What the cost would be in the following years, 
no one dares to estimate. 

Farm Bureau's opposition to national compulsory health insurance is of many 
years’ standing. When such proposals were made in the 1940’s, we took vigorous 
exception to them. This position has continued down through to the present 
without alteration or abatement. We believe any compulsory health insurance 
program, regardless of how minimum its scope in the beginning, would be a “foot 
in the door” and ultimately lead to the socialization of medical and hospital care. 

We believe a Federal program of hospital and medical care would very seri- 
ously jeopardize current accomplishments being made under volunteer health 
insurance programs and would no doubt inhibit the development of additional 
volunteer programs. 

In the United States. we have the best hospital, nursing, and medical care of 
any country in the world. This has been made possible under a free choice sys- 
tem. Before we launch upon a system of socialized medical care, we should 
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carefully examine what has happened in other countries that have taken the 
compulsory health insurance route. 

Compulsory health insurance is based on the false assumption that most 
aged persons cannot finance their own health care needs. To get at the facts in 
this regard the Federal Government and the States are now investigating this 
situation. We do know that substantial progress is being made through wider 
use of volunteer health insurance programs. 

We respectfully request that all legislative proposals, regardless of scope to 
establish compulsory health insurance be defeated. 

We request that this letter be made a part of the hearing record. 

Sincerely yours, 
JOHN C. LYNN, 
Legislative Director. 


Wasuineton, D.C., March 31, 1960. 
Hon. Pat McNAMARA, 


Senate, 
Washington, D.C. 


My Dear Senator: It is my hope that the enclosed information will be of 
interest to you, and that it will help you in your final decision on the bill 
providing health insurance, under social security benefit, for the aging over 65. 

Since more than 13 million of the 16 million total have less than $1,000 a year 
to live on, their health insurance, if any, has been canceled and the right to 
work has been cut off, these people have little choice but malnutrition, chronic 
illness, and death. I am one of these. 

Sincerely, 
Mrs. HELEN Dury HorrMan, 
Consultant on Aging. 


Wasuineaton, D.C., March 25, 1960. 
Hon. Wirisur MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN MILLts: This letter comes to you because I am one of the 
13 million over 65 in need of health insurance. This means I am one of those 
whose social security benefit is less than $1,000 a year (less than $20 a week). 

If it were not for the small contracts I have with Government and labor 
groups I would not have enough to eat, pay rent, replace worn clothing and 
pay for medical care. The money I now earn pays for a typist and reader 
to help me earn it. I now have limited vision (hereditary). If it were not for 
the work contracts I would not be able to live; I would die as have many others. 

When I recall the preamble to the Constitution of the United States, I 
wonder what has happened to our democracy— 

“We the people of the United States, in order to form a more perfect union, 
establish justice, insure domestic tranquility, provide for the common defense, 
promote the general welfare, and secure the blessings of liberty to ourselves 
and our posterity, do ordain and establish this Constitution for the United 
States of America.” 

When I think of what the European countries, especially the Scandinavian 
and the Benelux countries, also France and England, do for their older people, 
I am ashamed of my own country. They give not charity but social security 
and health insurance. Some of my ancestors came to this country before the 
Revolution—Sam Houston was one of them. They also contributed to our 
civilization as I have done. 

The Forand bill, H.R. 4700, for health insurance provided under social 
security benefits is a right for everyone over 65. 

It has been said these older people had much influence in swinging the 1958 
election. They will have a greater influence in the 1960 election. They value 
their right to vote. 

President Eisenhower is against the bill. Yet for nearly 50 years his edu- 
cation (and his children’s), his medical care, food, rent and clothing have been 
paid for by the Government of the United States. 
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I hope you are one of those on the Ways and Means Committee voting in 


favor of the Forand bill. 
Sincerely, 


HELEN Durty HOFFMAN. 


BENEFITS COMPARED 


FORAND BILL H.R. 4700, JANUARY 1960 


To amend the old-age and survivors 
insurance so as to provide for hospital, 
nursing home, and surgical care. One 
hundred and twenty days combined 
hospital and nursing home care in 12- 
month period, of which 60 days hospital 
care. 

Surgical services: The insurance sys- 
tem would pay the cost of surgical 
services provided in a hospital. 

The procedure for insured persons 
would be like that already covered by 
private insurance plans. 

The program to be administered by 
the Secretary of the Department of 
Health, Education, and Welfare. The 
OASI system would be used to certify 
eligibility and to issue insurance cards. 

Financing: The bill would increase 
contribution rates of employers and 
employees by one-quarter of 1 percent; 
of self-employed by three-eights of 1 
percent. The most any worker would 
pay (if he makes $4,800) would be $12 
a year. 


KENNEDY BILL, 8S. 2915, JANUARY 1960 


To amend the Social Security Act 
and Internal Revenue Code to include 
hospital and nursing costs. 

One hundred and twenty days com- 
bined care of which 90 days hospital 
care. (See below ) 


The Kennedy bill seems to imply that 
surgical treatment is included in hos- 
pital care as needed. 

The procedure is patterned after that 
followed under the many voluntary 
health insurance plans now in effect. 

The program to be administered by 
the Department of Health, Education, 
and Welfare. The OASI system to be 
used. 


Financing: The Internal Revenue 
Code is amended to provide for an in- 
crease of taxes of self-employed persons 
of three-eighths of 1 percent; of em- 
ployers and employees of one-quarter of 
1 percent. 


The Forand bill, H.R. 4700, is much the same as it has been for the past 5 


years. 


The Kennedy bill, S. 2915, introduced 1960, adds the following: 

In return for premiums in the form of slightly increased contribution rates 
under the Social Security Act the bill gives our older citizens the assurance: 

1. They may have up to 90 days hospital care per year. 


9 


In addition, or in place of hospital care, they will be entitled to the skilled 


services of a nurse, either in a nursing home or in their own home * * *, This 
should relieve the pressure on our hospital facilities by offering an incentive 


for treatment at home. 


3. As outpatients they will have available to them diagnostic services. Such 
necessary but expensive hospital services as X-rays, electrocardiograms, labora- 
tory tests * * * will be available without the necessity for hospitalization. 

4. If disabled they would also be covered. 


It remains a basic economic fact that no program for health insurance for the 


aged can be effective unless: 


1. All persons at all age levels are enrolled so that the premiums can be paid 
during the long period of youthful good health. 


2. The benefits are sufficient to pay the entire cost of hospitalization and 


nursing services. 


3. There is some provision for diagnostic services to encourage preventive 


medicine. 


No voluntary insurance plan can accomplish these objectives. 


Senator Pat McNAMARA. 


WASHINGTON, D.C., April 18, 1960. 


Dear Sir: I thought you would be interested in my experience with my hos- 


pitalization and doctors’ fees. 


I am 61 years old, and a widow. I live on a 


limited income from the sale of my home that I had. 
I’m not old enough to collect old age pension, nor do I get social security. 
With medical expenses and the cost of living what it is, the money I have won’t 
I shudder to think what will be when it is gone. 


last long. 
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My hospitalization does not cover anything that comes from diabetes, which 
I have. Neither does it take care of my varicose veins, which I also have. 
My insurance company notified me they would not pay any bills for any more 
varicose veins, varicose ulcer, or thrombophlebitis. As you can see by enclosed 
copy of the elimination endorsement. Their reason for this is, and I quote from 
their letter to me: 

“The purpose of this amendment is to place the insured on the basis of other 
policyholders who are in normal health, as our medical division feels that the ill- 
ness mentioned on the rider is likely to reoccur.” 

I was taking needles for my varicose veins at $5 each. A series of 12 needles 
are needed. I have not had any for over 2 years as my surgeon went up to $10 
dollars a shot. I told him I could not afford to pay that much. He said he had 
talked to several doctors and they all agreed that $10 a shot was a nominal fee. 

I asked, “What do I do when I need the needles, and cannot afford them?’ 
His answer was, “That’s up to you.” 

This doctor has been my surgeon for many years and has operated on me about 
six times—when I could and did pay him what he charged. 

Now that I am a widow and live on limited means, the above answer is what 
he gave me. 

I haven’t been back to him and I still need the needles for my legs. 

So what are we, that cannot afford the medication we need, to do? 

Hoping you and other Congressmen will be able to work out something real 
soon for the aged and the needy, Iam, 

Yours truly, 
Mrs. ESTHER ROSIN. 
ELIMINATION ENDORSEMENT 


It is hereby agreed that policy No. H157.141 is amended to provide that it 
does not cover loss caused or contributed to by varicose veins, varicose ulcer, 
or thrombophlebitis. 


GUARANTEE RESERVE LIFE INSURANCE CoO. 
OF HAMMOND, 
By R. M. SEmeEL, Secretary. 
Accepted : 
Mrs. ESTHER RosIn, Insured. 
Dated June 13, 1958. 
Rider No. 12—A., 


CoUNCIL OF JEWISH FEDERATIONS AND WELFARE Funps, INC., 

New York, N.Y., April 5, 1960. 

Hon. Pat McNAMARA, 

Chairman, Subcommittee on Aging of the Senate Labor and Public Welfare 
Committee, Senate Office Building, Washington, D.C. 


DeEaR Mr. MCNAMARA: I am writing to you in connection with the hearings 
which the Senate Subcommittee on the Aging is holding in reference to providing 
for expanded health services for the aged through the use of old-age and 
survivors disability insurance. 

We earnestly hope that the subcommittee will recommend to the Senate 
positive action embodying this principle. 

In this connection, our national board of directors, at its meeting on March 
20, 1960, unanimously reaffirmed its action of March 15, 1959, on medical care 
of the aged as follows: 

“The board of directors of the Council of Jewish Federations and Welfare 
Funds approves in principle the use of the mechanism of the old-age and 
survivors insurance program for financing an expanded program of health 
services for persons 65 years and over.” 

The supporting facts considered by the Board revealed that the admission 
rate of people over 65 to our Jewish hospitals is twice that of younger people, 
their stay in the hospitals is longer, and many have family incomes of less 
than $3,000 per year; half the residents of our aged homes are in infirmary 
or hospital units, and the provision for their extended medical care accounts 
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for the bulk of increased costs and increased deficits. Eighty percent of the 
residents of our homes for the aged are dependent primarily on public assistance 
grants or OASDI benefits. Less than 40 percent of all persons over 65 are 
protected by voluntary health insurance. 

The costs of this medical care for the aged places a heavy burden upon our 
Jewish voluntary agencies, with inadequate resources, which they are unable 
to meet even while diverting funds from other essential needs. It is the con- 
viction of our health services committee, our public welfare committee, and our 
board of directors, after considering the various alternatives, with the pros 
and cons, that Federal responsibility through the use of the OASDI is re- 
quired. This conciusion is shared by a number of other groups. 

Our general assembly has also stated: “These programs (for the aged) are of 
such magnitude that they require basic governmental as well as voluntary 
responsibility and financing.” 

The Council of Jewish Federations and Welfare Funds is the national associ- 
ation of 213 central planning, financing, and budgeting community organizations, 
embracing virtually all types of Jewish health and welfare responsibilities, and 
serving almost 800 communities in every part of the United States. 

We shall look forward to hearing from you on this vitally important service 
to those in need. 

Sincerely, 
IRVING KANE, President. 


KINGSTREE, 8.C., March 23, 1960. 
Hon. Pat M. MCNAMARA, 


Senate Office Building, 
Washington, D.C. 


My Dear Senator: Thank you very much for the report of the subcommittee 
on the problems of the aged and aging. About the time that I received it, I 
saw a statement of a committee of which Senator Paul Douglas was the head, 
regarding the purchase of longtime Government bonds by the Federal Reserve. 
Of this committee, you were reported as a member. As I have stated before the 
medical profession, the Blue Cross, your committee, and other inquiries, the 
principal problem of the aged is inflation which causes the reduction in the 
purchasing power of his savings, his insurance, his social security, and medical 
care—that is the greatest fear that grips the heart of the aging. No continual 
advance of payments to the aging can overcome this. I warned the Blue Cross 
over 10 years ago, as well as the medical profession and our Government, that 
inflation might destroy the best plans. If the Federal Reserve buys longtime 
bonds, will it not have to issue currency for this purchase? If so, why doesn't 
the proposal say this? This recommendation will have the opposite effect upon 
the aged in whose interests you so earnestly strive. 

Unless you stop inflation and printing money as we did to some extent all 
through World War II, Korea, and now in the cold war, the aged and crippled 
will never have the relief which you are interested in giving them. 

I am in receipt of a letter from the State of New York, who are inquiring 
into this problem. I see that the State of South Carolina has just appointed a 
committee. 

I was most interested in receiving the March issue of Geriatrics, in which 
there appeared an article by Dr. Frank H. Krusen, senior consultant of the 
section of physical medicine and rehabilitation of the Mayo Clinic and profes- 
sor of physical medicine and rehabilitation at the Mayo Foundation, which is 
part of the Graduate School of the University of Minnesota. The last two 
sentences of this article read as follows: 

“Simon Baruch was a great crusader, a wise physician, a kindly philan- 
thropist, a real patriot, and an inspiring leader * * *, He has inspired the 
physicians of this generation to work toward the provision of better lives for 
the aged and the handicapped. It can be said truly that Simon Baruch was 
one of the earliest—if not the earliest—pioneer in the rehabilitation of the 
aged.” 

This was my father, so you can see where I originally received my first 
ideas on this subject. I might add that my father established the first free 
public baths in this country, and started the first slum clearing and improved 
public hygiene. Many institutions have been named after him for this work. 

Sincerely, 


BERNARD M. BARUCH. 
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DELMAR, N.Y., April 3, 1960. 
Senator Pat MCNAMARA, 
Chairman, Senate Subcommittee on the Aged, 
Senate Office Building, Washington, D.C.: 


Hospital, medical, surgical, and nursing home care for retired people should 
be included in both the Social Security and Railroad Retirement Acts; these 
people should be afforded peace of mind with no worries over financial burdens 
brought about by sickness which comes so swiftly and increases with age. We 
urge you and your honorable committee to report out for Senate action favorable 
legislation to achieve this purpose. 

GEORGE A. BLoopGoop, Sr., 
Legislative Chairman, Albany Lodge 861, Brotherhood of Railway & Steam- 
ship Clerks Freight Handlers Express & Station Employees. 


PREPARED STATEMENT OF SAMUEL RABIN, CHAIRMAN, COMMITTEE ON SOCIAL 
LEGISLATION, FEDERATION OF JEWISH PHILANTHROPIES OF NEW YORK 


The board of trustees of the Federation of Jewish Philanthropies has adopted 
a resolution approving the principle of the extension of the Federal Government’s 
role in assuring medical care for the aged through the mechanism of OASDI. 

Federation is a network of 116 institutions serving residents of Greater New 
York and Westchester. It helps 735,000 people a year—sick and troubled, young 
and old, whatever their beliefs, whether they can pay or not. Included are 
11 major hospitals and a number of agencies serving the aging. 

The average medical costs to the aged are now 50 percent higher than for 
the rest of the population, and they use about 214 times as much general hospital 
care as the average person under 65. It is obvious that the majority of our 
aged population cannot afford to pay complete medical costs out of their own 
incomes. Up to now this deficit has been met from a variety of sources such as 
exhaustion of the individual’s capital resources: aid from members of the 
family, often at great sacrifice; medical and hospital insurance; and finally by 
public assistance, including the assistance of organizations such as federation, 
as well as local governments. 

The burden of this cost to private charity and to local government has steadily 
mounted and it is our belief that it will continue to mount. The problem of 
meeting the cost is a nationwide problem and we believe it should be treated as 
such. We believe that a bill, which is in essence compulsory insurance, is sound, 
and that legislation of this nature is essential. 

None of the alternatives thus far proposed come anywhere as near meeting 
the whole problem as does legislation of this character. Voluntary insurance 
in private companies and in Blue Cross plans has increased substantially in the 
past few years. But, quite apart from the fact that coverage in many of these 
plans is inadequate and that the aged are frequently ineligible for their benefits, 
they alone will never meet the problem because so many of the aged are and 
will continue to be unable to meet the cost of the premiums. 

A substantial number of the aged are today beneficiaries of the Social Security 
Act: as time goes on the vast majority of them will be beneficiaries so that 
eventually such legislation will cover nearly all of the aged. Instead of charity, 
whether from private sources such as federation, or from public sources such 
as city and county departments of welfare, the aged will be entitled to the needed 
services as of right because they have paid for them over the years. 

For these reasons we earnestly urge that the Congress enact legislation to 
meet this problem and provide a way for the Federal Government to assure 
medical care for the aged through the social security system. 


PREPARED STATEMENT OF MISS CHLOE GIFFORD, PRESIDENT, GENERAL FEDERATION 
OF WOMEN’S CLUBS 


The General Federation of Women’s Clubs was chartered by the U.S. Congress 
in 1901. Today there are approximately 5 million members in the United States. 
The General Federation was one of the first groups in this country to start a na- 
tionwide program on the study of gerontology. This study was started when 
club members realized the plight of thousands of aged and aging persons in their 
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own communities. Clubwomen wanted to do something about this situation. A 
division of gerontology was set up in our program to encourage study and action 
in this area of work. 

Today the problem of the aged and aging is more than a local problem. Laws 
being considered by our Congress should be designed to remedy this situation. 
We are of the opinion that a permanent remedy is not possible unless we know 
and do something about the causes of the problem. 

We have laws which we Call social security laws but are they really making 
the aged and aging, who must retire at the age of 65, secure in their later years? 
Are these social security laws compatible with the principles of democracy? 
Is it the right of our lawmakers to say when a man or woman is no longer able 
to bea productive citizen and to tell them that they must retire? Is it democratic 
for our lawmakers to say how much an individual, who is retired because of 
the compulsory retirement law, can earn and thus limit the security of such a 
person? It would seem that there may be an urgent need for reconsideration 
of present retirement and social security laws. 

Could it be that well-intentioned lawmakers have placed hardships on a great 
segment of our people while trying to protect a minority? It would seem that 
in a Republic under a democratic form of government the individual should have 
some choice as to his retirement and his earning power after retirement pro- 
viding he is capable and able to do so without jeopardizing his fellow workers or 
the business of his employer. 

We know that many people wish to retire—others want to work on and are 
very able to do an efficient job. We know others are unable to work at full 
capacity. These pepole should be allowed to retire and should, if necessary, 
have assistance to get the necessities of life, such as food, housing, and medical 
eare. Certainly in a democracy every person should, when mentally, physically, 
and emotionally able to decide for himself, be able to make his decision about 
when to quit work. 

I would call your attention to the great move toward automation and to the 
overproduction in certain areas. These things are responsible for the idea that 
some people are no longer needed and must go out of the production market. 
Thus far it has been the aged and aging who are taken from the labor market. 
This we believe is right so long as the individual has the option to decide for 
himself. 

The membership of the general federation is vitally interested in whether the 
aged and aging population of our country has the consideration to which, as 
human beings, they are entitled. We urge the local, State, and National Gov- 
ernments to carry their fair share of this load to care for those who need help. 
We also urge this Congress to adopt a long-range program designed to reduce 
the number of aging people who need additional help. 

It would seem that the compulsory retirement laws which do not take into con- 
sideration the capability of the individual to continue to do a job, and the laws 
which limit the amount an individual can earn if he takes his social security, 
often contribute to the problem of the aged and aging. 

The General Federation of Women’s Clubs does not believe the present laws 
affecting compulsory retirement and social security are the only things that need 
your serious consideration. We believe the present laws have forced thousands 
of good citizens to reduce their standard of living and in many instances have 
added to the economical burden of the taxpayers. We urge you to pass equitable 
legislation which is nonpartisan and which is in keeping with the basic prin- 
ciples of our democratic form of government. 


PREPARED STATEMENT OF ROBERT C. TOWNSEND, TREASURER, TOWNSEND PLAN FOR 
NATIONAL INSURANCE 


Gentlemen, the Townsend Plan for National Insurance wishes to go on record 
as endorsing, in principle, H.R. 4700 by Representative Forand of Rhode Island. 
This endorsement, with such reservations as will be explained later, is in con- 
formity with a resolution unanimously adopted by the 1959 National Convention 
of the Townsend Clubs of America. The resolution, without specifying the 


Forand proposal as such, placed the Townsend organization in support of a na- 
tional health insurance program covering the needs of America’s senior citizens. 
A copy of the resolution is attached. It is the belief of the Townsend organiza- 
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tion that H.R. 4700 comes closer to fulfilling the spirit and intent of this resolu- 
tion than any other proposal currently under consideration. 

This endorsement, as noted above, is subject to certain reservations. H.R. 
4700 is offered as an amendment to title II of the Social Security Act, which 
means that its provisions would apply only to those persons who can qualify 
under that title. It may well be that in the political climate of the 1960 election 
year H.R. 4700 is the maximum approach that is practicable. (Surely anything 
less is unconscionable in the light of the demonstrable medical needs of the aged 
and the equally demonstrable inability of the vast majority of the aged to meet 
them financially. ) 

The lateness of the hour very likely makes it impossible this year to achieve 
pasSage of a bill which would make Federal health insurance available to all 
aged persons. Yet, this is clearly both desirable and necessary. Our Nation’s 
long-range planning should be geared to meet these needs. One obvious gap in 
the coverage offered by H.R. 4700 is its failure (precisely because it is solely con- 
cerned with title Il) to provide for the medical, surgical, and hospital require- 
ments of the nearly 2,400,000 elderly persons who are recipients of old-age assist- 
ance. Yet, these are surely the poorest of the poor. 

Even so, the Townsend organization endorses H.R. 4700 at this time and urges 
its enactment by the 86th Congress. Much more is needed, but a start must be 
made; and H.R. 4700 constitutes a good start. It will save millions of elderly 
persons from the impoverishment that too often results from catastrophic costs 
of illness. It will not save them all. 

For the long run something better—something different—is indicated. 

There is no sound reason why, as a permanent thing, the economic conse- 
quences of ill health should be related to the rather rigid requirements of title II. 
Health and age are universal phenomena; and they transcend the legalistic re- 
strictions and codifications of a title. Title II, by its own definition, now limits 
the area in which H.R. 4700 can operate. But, ill health and age are hardly 
subject to such limitations. 

What we are saying can perhaps better be phrased in the vernacular: We need 
more room to move around in. We need a definition of medical need—and a 
legislative instrument to satisfy it—which will take into account all aged Amer- 
icans and not simply those who, by the vagaries of previous enactments, find 
themselves in favored positions. 

An elderly person stricken by an illness which he cannot afford faces a grave 
problem ; and so does the society of which he is a part. It matters not whether 
he is a beneficiary under title II, or any other title by any other designation. 
He is old and sick and he needs help. The position of the Townsend organization 
is that such help should be available. It should not be granted on the basis of 
previous wage credits, but on the basis of sickness and its costs. 

H.R. 4700 is, in the opinion of the Townsend organization, an excellent piece 
of legislation. The Townsend organization is happy to give it full support. But, 
the Townsend organization also believes H.R. 4700 should be regarded as pri- 
marily pioneer-type legislation. It is only a beginning. The final answer is 
medical and hospital care for all aged Americans. 

The Townsend organization believes that the problem of health insurance, like 
so many problems of the elderly, is being considered under conditions which 
should not exist in the first place. The basic problem of the elderly is their 
lack of income, their poverty. This is the very essence of the social security 
problem. When this problem is solved, the health-cost problem of the aged can 
be tackled for what it really should, in justice, be. Under present conditions, 
that problem of health costs is aggravated out of all resemblance to what rightly 
should be the case. 

Therefore, we again call the attention of this committee to the shortcomings 
of the present program under title II of the Social Security Act. Again, we 
urge that the basic project of instituting, under title II, a system which will 
bring to our elderly the up-to-date command of income which, by every right, 
they should have, be undertaken by the Congress. A fully developed program 
for this purpose is embodied in H.R. 4000, the Townsend plan bill, by Repre- 
sentative Blatnik, of Minnesota. 

With the previsions of H.R. 4000 constituting the substance of title II, the 
provisions of the Forand bill, H.R. 4700, would indeed be a full solution to the 
health-cost problem of the aged. Until this is the case, the problem will remain 
a perplexing one, but partially achieving its purposes, even under the fine legis- 
Jation Representative Forand has brought forth. 


54566—*0 23 
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RESOLUTION UNANIMOUSLY ADOPTED BY THE 1959 NATIONAL CONVENTION OF THE 
TOWNSEND CLUBS OF AMERICA 


Millions of Americans either cannot qualify for, or cannot afford the medical 
and hospital insurance programs available, despite the valiant efforts of the 
Blue Cross and other voluntary organizations to bring such protection within 
their reach. 

Medical and hospital statistics indicate, however, that it is the older people 
who are most likely to require medical and hospital attention, require it most 
frequently and require it for the longest periods of time. Yet, it is precisely 
these groups which existing insurance plans tend to exclude. 

It is clear that a national system of health insurance for all people, young 
and old alike, is needed today. This protection, unavailable from commercial 
sources, is especially needed by victims of the so-called catastrophic illnesses 
which may entail prolonged hospitalization and costs running into the thou- 
sands or even tens of thousands of dollars ; 

Therefore be it resolved that the 19th National Convention of the Townsend 
Clubs of America go on record as endorsing legislation which would create a 
national health insurance system covering all the people of the country, regard- 
less of whether they are eligible for ordinary coverage under the present Social 
Security Act. 


AMERICAN PHARMACEUTICAL ASSOCIATION, 
Washington, D.C., April 26, 1960. 
Hon. Pat MCNAMARA, 
Chairman, Subcommittee on Problems of the Aged and Aging, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: On April 11, 1960, Dr. Ethel Percy Andrus, for herself, 
and as president of the American Association of Retired Persons and the Na- 
tional Retired Teachers Association, presented testimony before your Senate 
Subcommittee on the Problems of the Aged and Aging. Dr. Andrus charged 
pharmacy in general and the American Pharmaceutical Association in particu- 
lar with having engaged in activities which, were they true, may constitute un- 
ethical or illegal conduct. 

The American Pharmaceutical Association categorically denies that it has 
ever been engaged in any activities which are either unethical or illegal. 

Inasmuch as the same statement was presented by Dr. Andrus to the House 
Subcommittee on the District of Columbia on April 12, 1960, and a statement 
by the American Pharmaceutical Association was likewise presented before this 
House subcommittee, we are taking the liberty of bringing to your attention a 
copy of our statement, and a copy of a letter to the chairman of this subcom- 
mittee answering specific charges made by Dr. Andrus. 

Sincerely, 
WILLIAM BS. APPLE, Secretary. 


AMERICAN PHARMACEUTICAL ASSOCIATION, 
Washington, D.C., April 21, 1960. 
Hon. D. R. MATTHEWS, 
Chairman, Subcommittee No. 4, Committee on the District of Columbia, House 
of Representatives, U.S. Congress, Washington, D.C. 

Dear Mr. MarrHews: On April 12, 1960, in a statement made before your 
committee, Dr. Ethel Percy Andrus, for herself, and as president of the Ameri- 
can Association of Retired Persons and the National Retired Teachers Associa- 
tion, charged the American Pharmaceutical Association in general, and one of 
its employees in particular, with activities which, were they true, may constitute 
unethical or illegal conduct. For this reason, the association feels compelled 
to accept the privilege which your committee has extended to make a formal 
refutation of the charges made by Dr. Andrus. 

The American Pharmaceutical Association categorically denies that it has ever 
been engaged in any activities which are either unethical or illegal. For the 
purposes of this statement, we shall confine ourselves to answering only those 
allegations of Dr. Andrus which in some way attribute such objectionable con- 
duct to the association or the employee named by Dr. Andrus. 

Dr. Andrus charged: “Criticism unsupported by fact, by schools of pharmacy, 
the harassment of police type of investigation of our pharmacy, its equipment, 
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its employed personnel, the imputation of lack of professional standards of per- 
formance, a constant barrage of suspicion and misstatement culminated late 
Friday afternoon, April 8, 1960, with a telephoned threat addressed to one of 
our junior executives by an officer of the American Pharmaceutical Associa- 
tion? * 

The facts are that on Friday afternoon, April 8, 1960, the American Pharma- 
ceutical Association, through its employee, Mr. George Griffenhagen, received a 
telephone call from Mrs. Mary Harris, of the American Association of Retired 
Persons. This telephone call was for a request for helpful information from the 
American Pharmaceutical Association which has regularly been supplied by Mr. 
Griffenhagen to the associations represented by Mrs. Harris and Dr. Andrus. 
On this particular occasion, the American Pharmaceutical Association was 
pleased to provide verbal information from Mr. Griffenhagen based on his 
personal experience and knowledge, and to offer the complete facilities of the 
American Pharmaceutical Association Library and its trained research librarians 
to further study the subjects being investigated by Mrs. Harris for the business 
of her association. 

Dr. Andrus made five points in her charge, the first of which was that Mr. 
Griffenhagen had “using his phraseology,” stated that “our (AARP) skirts were 
not clean.” 

This statement was taken completely out of context, and resulted from the 
following situation. After asking and receiving answers to two questions, Mrs. 
Harris asked Mr. Griffenhagen if the Journal of the American Pharmaceutical 
Association would give the American Association of Retired Persons two pages in 
which to discuss its (AARP) operations, Mr. Griffenhagen indicated that (1) 
if the request were granted it might suggest that the American Pharmaceutical 
Association was directing its criticism of mail-order prescription operations 
solely against a particular group, and (2) the presence of several other such 
groups further complicated any answer because it may tend to condone a partic- 
ular operation. Mr. Griffenhagen then reiterated what he believed to be the 
health hazards created by two other mail-order prescription operations in the 
District of Columbia, and said, “These operators are riding on your (AARP) 
coattails. You must now stand up to be counted with them, and it would ap- 
pear that your skirts are not clean.” 

Dr. Andrus charged that Mr. Griffenhagen had stated, “The Pharmaceutical 
Association had clever investigators.” 

Mr. Griffenhagen positively did not make such a statement, and there is not 
now nor has there ever been investigative personnel employed by the American 
Pharmaceutical Association. The only use Mr. Griffenhagen made of the word 
“clever” was in a statement referring to Mrs. Harris’ association as having 
“very clever operators’—i.e., their management or executive personnel were 
very efficient or effective on behalf of their association. 

Dr. Andrus charged that Mr. Griffenhagen had stated “Three of our (AARP) 
pharmacy employees had been contacted and had testimony critical of our 
(AARP) operation.” 

Mr. Griffenhagen did not state that three employees of the American Asso- 
ciation of Retired Persons had been contacted. He did say that he understood 
one of their pharmacists had been involved in some type of violation and was 
no longer in their employ. At Mrs. Harris’ request, Mr. Griffenhagen supplied 
the name of the individual, and stated that two other pharmacists whom he 
named had also left their employ, and that the American Pharmaceutical Asso- 
ciation has heard that everything about the Retired Persons Pharmacy opera 
tion wasn’t as it should be. 

Dr. Andrus charged that Mr. Griffenhagen had stated, “That our (AARP) 
pharmacy had earned more money than any other in the District because we 
(AARP) substituted generic drugs for standard brand names.” 

Mr. Griffenhagen made absolutely no reference to the amount of money earned 
by the Retired Persons Pharmacy because this is a matter about which he has 
no information or knowledge. He did say that it was his understanding that 
the purported 25 percent discount was based on prices calculated from brand 
hame products even though cheaper and less reliable brand names were dis- 
pensed under a generic system of nomenclature. 

Dr. Andrus finally charged that Mr. Griffenhagen stated, “That by Wednes- 
day of this week, April 13, 1960, all mail orders in the District of Columbia 
would be closed.” 

Mr. Griffenhagen categorically denies ever stating to anyone at any time 
that any mail-order prescription operation would be closed. The telephone 
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conversation did conclude with a statement by Mrs. Harris who noted that 
Dr. Andrus was preparing a statement for presentation before your committee 
and that she knew that the American Pharmaceutical Association was sched- 
uled to testify at the same time. Mrs. Harris then said that we'll just have 
to wait to see what the outcome is, to which Mr. Griffenhagen agreed. After 
this, casual remarks of thanks were exchanged which concluded the telephone 
conversation. 

Mr. Griffenhagen’s telephone conversation with Mrs. Harris was made in 
the presence of two other competent and reliable witnesses in his office who 
would testify to the fact that “he did not raise his voice or use objectionable 
language, but remained gentlemanly throughout the entire conversation.” 

This has been an unjustified and unwarranted attack on Mr. Griffenhagen’s 
character and integrity which has caused him much personal distress, and con- 
siderable embarrassment both socially and professionally. 

The American Pharmaceutical Association strongly condemns Dr. Andrus 
for her reckless accusations based on unsupported hearsay statements of which 
she has no personal knowledge. As pointed out, Mr. Griffenhagen has been 
subjected to uncalled-for embarrassment and anguish which in turn has also 
been experienced by the American Pharmaceutical Association. We respect- 
fully request that Dr. Andrus reconsider her testimony and withdraw the 
statements referred to above. Furthermore, we are certain that after careful 
consideration, Dr. Andrus will realize that a public apology is in order. 

Sincerely, 
WILLIAM S. AppLe, Secretary. 


PREPARED STATEMENT OF Dr. WILLIAM 8S. APPLE, SECRETARY AND GENERAL MANAGER 


The American Pharmaceutical Association, organized in 1852, is the oldest na- 
tional association in American pharmacy. The objectives of the association since 
its inception have concerned themselves exclusively with the development of 
standards to improve and promote the public health. For 108 years we have 
devoted our energy to maintain and achieve higher standards of professional 
practice and improvement of the quality of drugs offered to the American people. 
This has been and is being accomplished by— 

(1) Providing a system of education and training in the science and art of 
pharmacy, calculated to produce competent personnel for all phases of the prac- 
tice of pharmacy and the training of pharmacists; 

(2) Supporting a system of licensure of pharmacists, registration of pharma- 
cies, and law enforcement which will assure to the public the availability of com- 
petent personnel to provide complete professional pharmaceutical services ; 

(3) Publishing scientific information relative to the practice of pharmacy and 
to aid in the development and stimulation of discovery and invention; 

(4) Developing and publishing the National Formulary which, like the U.S. 
Pharmacopoeia, is an official compendium of drug standards under the Federal 
Food, Drug, and Cosmetic Act and comparable laws of the States; and 

(5) Advocating a code of ethics which will assure to the public the highest type 
of pharmaceutical service, and safeguard the professional relations between medi- 
eal practitioners, pharmacists, and patients. 

These objectives, like the Constitution of the United States, were drafted by 
men of vision and high principle more than a century ago, and are part of the 
heritage and tradition of American pharmacy. 

The American Pharmaceutical Association is completely representative of 
the pharmacists of this country, both vocationally and geographically. Through 
its house of delegates, in which all State and National pharmaceutical associa- 
tions are represented, it speaks for the pharmacists of the United States. In the 
present environment, it is important to point out that the American Pharmaceu- 
ical Association is a professional society of individuals; it has no financial or 
business interest in any pharmaceutical product, manufacturer, wholesaler, or 
drugstore. Its sole interest is promoting public health through the highest stand- 
ard of professional services. 

The members of our association meet more people from day to day in the course 
of their professional practice than do any other members in the allied health 
professions. They are therefore in very close touch with people in all walks of 
life and in all economic circumstances. Because of their personal contact with 


both the public and medical practitioners they render a unique community health 
service. 
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It is in furtherance of these public health objectives that we are here today to 
emphasize the need for a new pharmacy law for the District of Columbia and to 
endorse H.R. 10597. 

It was to the credit of Congress that in 1906 that it not only enacted the first 
Federal Food and Drug Act, but by prior action had created the District of 
Columbia Pharmacy Act. Congress, in 1938, recognized that the 1906 Food and 
Drug Act was both obsolete and ineffective and therefore enacted a completely 
revised Food, Drug, and Cosmetic Act. It has been necessary to continuously 
revise this latter act in order to meet the demands of constantly changing stand- 
ards and practice. 

The existing pharmacy law of the District, enacted more than a half century 
ago, wears the cobwebs and reflects the thinking of an age hardly comparable to 
the times in which we live today. The drugs of that bygone era bear no relation- 
ship to those potent, miraculous, and lifesaving pharmaceuticals we know today. 
Similiarly, the standards of pharmaceutical practice in 1906 should not govern 
those of 1960 and the years to come. 

The development of highly concentrated synthetic drugs, purified natural 
products, potent dosage forms, and special needs in storage and dispensing have 
all created new problems in the handling of prescriptions and the products 
prescribed. The pharmacy and drug laws of each State are designed—and must 
be designed—to protect citizens from the effects of ignorance and incompetency 
in these matters which are beyond individual patient control. 

Although we could discuss in detail the merits of each and every one of the 
many significant changes proposed by H.R. 10597, we shall not impose on the 
time of the committee. However, we feel obligated to call your attention to 
section 12(d) which would make it unlawful for any person to compound and 
distribute the prescriptions of medical practitioners when such distribution is 
effected principally by mail and the traditional physician-patient-pharmacist 
relationship does not exist. This provision provides safeguards for citizens of 
every community in the United States as well as the District of Columbia. Drugs 
have an inherent capacity for misuse and harm. 

Before going into the hazards of prescriptions by mail order, let me first explain 
what is meant by the phrase “traditional physician-patient-pharmacist relation- 
ship.” 

First, in discharging his responsibility, the pharmacist must be in a position 
to personally serve both patient and physician. The pharmacist must be able to 
determine that the prescription itself is valid and is for legitimate medical 
purposes and may be dispensed in good faith. If the slightest uncertainty exists, 
the pharmacist must be able to personally contact the prescriber. For, though 
the physician carries the responsibility for proper prescribing, a corresponding 
liability rests with the pharmacist who dispenses the prescription. 

Next, the pharmacist must be in a position to personally provide information 
about and determine whether the dosage and method of the drug’s use, or the 
collateral measures necessary to a drug’s use, are personally understood by 
the patient or a responsible member of his household. 

Extremely important, also, is the fact that the prescription document is 
immediately available locally to the patient or prescriber. 

The pharmacist must also be able to consult with prescriber and patient in 
instances where the individual may be undergoing treatment simultaneously by 
more than one prescriber, and the medications prescribed by each are incom- 
patible. 

But the key to an effective physician-patient-pharmacist relationship is the 
ability of the pharmacist to dispense immediately any medication which any 
pharmacy can be reasonably expected to provide. 

The very nature of prescriptions by mail order creates dangerous delay. Here 
is an example of what can happen: 

A patient goes to a physician because he is ill. The physician prescribes 
medication which will contribute to the patient’s recovery * * * if taken when 
and as directed. 

The patient, however, has been exposed to heavy promotion by one of the 
mail-order houses and has been led to believe that he can realize substantial 
savings by sending his prescription to one of these places. Under the most 
advantageous circumstances, a week to 10 days will elapse before the prescrip- 
tion becomes available to the suffering patient. In this time, the patient’s 
symptoms may have become more acute. The dosage or perhaps even the drug 
originally prescribed may no longer be effective. Savings which were initially 








392 


HEALTH NEEDS OF THE AGED AND AGING 


anticipated are never realized; instead, the patient is exposed to unexpected 
expenses for additional medical care. 

We have described what can happen. The following is an example of what 
does happen. In a complaint forwarded to our association, the writer states 
that she sent a check for $42.50 and a prescription to a mail-order house. I am 
now reading from the letter: 

“T sent my order in March 3 and the bank tells me my money order was 
cashed March 8. 

“Since today is March 30, please check into this matter. I’m afraid some- 
thing is very wrong.” 

The medication ordered was a potent chemotherapeutic agent. 

Not only are dangerous delays characteristic of the mail-order mechanism, but 
the public is also denied the complete services it has a right to expect from any 
pharmacist in any pharmacy. Asa regular practice mail-order operators refuse 
prescriptions containing narcotic drugs. Most patients have no knowledge of 
what is and what is not a narcotic drug; and therefore any warnings by the 
mail-order house that it will not accept prescriptions for narcotic drugs becomes 
meaningless. The patient, after exposure to unnecessary delay, discovers that 
his prescription is only obtainable from his community pharmacy. 

Prescriptions for narcotics are not the only ones which mail-order houses 
refuse to dispense. There are classes of prescriptions which are being refused 
by mail-order operators for their own convenience, especially prescriptions which 
require compounding. One mail-order house was recently quoted in the press 
as saying. “We use every precaution—fill prescriptions only once, return pre- 
scriptions we do not understand, send out no mail-order narcotics, fill no narcotic 
prescriptions.” 

soth the ethics and traditions of our profession demand that a pharmacist 
make every effort possible to promptly dispense every prescription he receives, 
regardless of the amount of professional attention required. 

Let’s look to another area in which the public is being misled. I am now 
quoting from a full-page advertisement which appeared in the Philadelphia 
Inquirer, Sunday, April 3, 1960: 


“YOUR PRESCRIPTIONS ARE COMPOUNDED BY REGISTERED PITARMACISTS 


“Our registered pharmacists compound your prescriptions in ultramodern, 
regularly inspected pharmacies—using the finest, freshest nationally known 
ingredients. 


“YOUR ORDER IS FILLED IMMEDIATELY TO ASSURE YOU OF FRESHNESS 

“The same day we receive your prescriptions our pharmacists fill them and 
mail them out. This assures you of the freshness of every medicine you receive 
from us. And, of course, with our volume business and yolume turnover, our 
shelves of vitamins and chemical ingredients are constantly replenished with 
fresh items.” 

After the publication of this advertisement, it was revealed that the premises 
described consisted of nothing more than an empty room without any inventory, 
fixtures, or pharmaceutical equipment. 

Another mail-order operation was cited by a law inforcement official who de- 
scribed the premises as “without any facilities for compounding prescriptions,” 
and noted that the only “sink was located in the rear of the store by going 
through a room that bad wastepaper for wrapping and packaging all over the 
place, and the room where the sink is located proved to be filthy, and the sink 
itself was corroded and stained and in filthy condition.” 

And where is the domicile of these prescription mail-order operations which 
I have just described? In Washington, D.C.—our Nation’s Capital. 

But the most shocking aspect of all is that these mail-order houses are at- 
tempting to service patients scattered all across the land in States where the 
law would not countenance such operations. Yet, under the archaie District 
of Columbia Pharmacy Act such operations are legally possible. 

There are some individuals or groups who, either through ignorance of the 
facts of pharmaceutical standards and practice or through the desire for 
financial gain even at the expense of public health, may oppose H.R. 10597. 
This is not unusual. The legislative history of every food and drug act, of 
every pharmacy act, is marked by opposition from (1) powerful economic in- 
terests, (2) self-serving political interests, and (3) 


the sincere but naive who 
fail to even understand the need for such legislation. 
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The American Pharmaceutical Association as the conscience of the profession 
and the guardian of pharmaceutical standards refuses to compromise the 
quality of pharmaceutical service. 

H.R. 10597 is a bill in the interest of public health. 


THE 1959 FINANCIAL REPORT—MUTUAL OF OMAHA 
A MESSAGE FROM THE PRESIDENT 


The coming decade is one of great importance to the American way of life. 
Our Government faces serious problems * * * the maintenance of international 
security due to unrest in a nuclear space age * * * a stable national security 
in the face of inflation—deficit spending and high taxes * * *. 

The Mutual of Omaha concept of corporate citizenship responsibility is one 
of affirmative helpfulness rather than negative criticism. We recognize a 
duty in our field to relieve the overburdened Government from increasing its 
functions, personnel, bureaus, and other activities in this area. 

Working hard at carrying out this concept, the representatives of Mutual 
of Omaha throughout the country brought its protection to more people during 
1959 than ever before. Our organization this past year has made available 
plans of health insurance for people of all ages with maximum benefits at min- 
imum cost. Thus, those having the grave responsibility of the management 
of our Government in these critical times may concentrate on the solution of 
their primary responsibilities: international and national security, a sound 
currency with a strong voluntary economy, and a balanced budget. 

During 1959 Mutual of Omaha achieved new records in every aspect of its 
operations—additional benefits to policyowners, increases in assets, hundreds of 
thousands of new policyowners obtaining their health insurance in the voluntary 
American way. We dedicate this report to our fine associates everywhere. 
They are at the service of their fellow citizens in providing and servicing these 
voluntary plans—and have “something for everyone” in 1960. 

Faithfully, 
V. J. SKUTT. 

OMAHA, NeEBR., February 13, 1960. 


SOMETHING FOR EVERYONE 


A keystone of the business philosophy of Mutual of Omaha has been to 
provide maximum voluntary health insurance for people of all ages at minimum 
cost—"‘something for everyone.” 

The basie plans of insurance offered by Mutual of Omaha are income protec- 
tion, hospital, surgical, miscellaneous expense policies, and major medical plans 
for individuals, families, associations, and groups. 


INCOME PROTECTION INSURANCE 


Sometimes referred to as “H. & A.” insurance, this line of coverage offers 
to pay a set monthly income while the insured is disabled because of a covered 
sickness or accident. This plan helps replace lost income and helps prevent 
the financial tragedy which can accompany sickness or accidents. 

Mutual of Omaha was one of the first major health insurance firms to offer 
lifetime benefits on its income protection policies—meaning that a policy can 
pay benefits not for just a few years, but for as long as a policyowner is dis- 
abled—even for life. Another policy feature pioneered by Mutual of Omaha 
is the lifetime renewal safeguard provision, whereby policies cannot be canceled 
because of a change in the health of the insured. These are but a few 
examples of how Mutual of Omaha provides maximum benefits at minimum 
cost. 


HOSPITALIZATION INSURANCE 


The most familiar type of health insurance is hospitalization insurance, which 
provides a set sum for daily room benefits depending on the size of the policy. 
For example, this coverage can be purchased in increments of between $3 a 
day and $25 a day in daily room benefits in most States under Mutual of Omaha’s 
new golden anniversary plan. 
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SURGICAL INSURANCE 


This coverage provides set sums of cash for surgical operations covered in the 
policy. The amount of reimbursement differs with the size of policy and can be 
purchased in low-cost, economical amounts or in more comprehensive plans. 


MISCELLANEOUS EXPENSE HOSPITAL INSURANCE 


Attendant to all hospital stays there is a certain amount of miscellaneous 
expense such as laboratory fees, X-rays, and so forth. Mutual of Omaha was 
one of the first firms to offer insurance coverage to help pay for these expenses. 
Normally, miscellaneous expense insurance is made an integral part of most 
basic hospital plans. 

MAJOR MEDICAL INSURANCE 


Major medical insurance is designed to bear the financial brunt of long-term 
illnesses or accidents. 

This type of policy includes a deductible amount and a set sum payable by 
the company toward the medical bills for sickness or accident. For example, 
a policy can be purchased with a deductible amount of $500 and pay up to as 
much as $10,000. 


GROUP AND ASSOCIATION GROUP INSURANCE 


In this era of mass coverage, Mutual of Omaha has expanded its facilities to 
include provision of the basic types of insurance described above for firms, 
groups, and associations, as well as for the family and the individual. Many 
of these plans are specially tailored to fit the needs of the group being in- 
sured, and many of the master plans contain all types of health insurance, which 
give comprehensive and flexible coverage. 


SENIOR SECURITY INSURANCE PLAN 


Early in 1959, Mutual of Omaha pioneered a new type of hospital insurance 
coverage when it introduced it senior security plan for persons age 65 and over. 
The company was the first to offer this type of insurance on a national basis. 
This plan was unique in that it was offered regardless of the past or present 
health of the insured. The plan cannot be canceled because of changes in health 
of the insured, nor can the premiums be increased unless similar action is taken 
on all senior security policies within a State. The response to this plan was over- 
whelming. Mutual of Omaha now insures in excess of 1 million persons age 65 
and over under a number of different plans. 


SELECT SECURITY PLAN 


This coverage was developed to meet the need of people who were previously 
considered uninsurable. The plan is available to most persons whose health 
history indicates a serious disease or impairment which is liable to recur. This 
plan is particularly symbolic of Mutual of Omaha’s desire to provide “something 
for everyone,” some form of voluntary health insurance for people of all ages. 


AIR TRAVEL INSURANCE 


Within the past few years, Mutual of Omaha and its air travel subsidiary, the 
Tele-Trip Co., Inc., have become one of the leading air travel insurance carriers 
in the world. This insurance provides accidental death and medical payments 
insurance for persons traveling by air. The insurance is offered through booths 
in airports throughout the world and through coin-operated machines, as well as 
by Mutual of Omaha’s field force of over 10,000 representatives. Significant in 
this field during the past year are two agreements signed by Mutual of Omaha. 
One such contract is with the Strategic Air Command, and provides the oppor- 
tunity to purchase coverage to passengers traveling on SAC flights. Mutual of 
Omaha also renewed its similar agreement with the Military Air Transport 
Command during 1959. Late in the year, KLM Royal Dutch Airlines requested 
Mutual of Omaha to offer flight insurance for its passengers and an agreement 
between the firms was completed. Through its air travel insurance facilities, 


Mutual of Omaha extends its scope of operation to more than 50 countries 
throughout the world. 
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STUDENT INSURANCE 


Another phase of voluntary health insurance offered by Mutual of Omaha is 
accident coverage for elementary, secondary school, and college students through- 
out the Nation. During 1959, Mutual of Omaha increased its facilities in this 
field and now insures over 2.5 million students in over 5,000 schools. 


SPECIAL RISK INSURANCE 


Mutual of Omaha has long specialized in providing special risk insurance 
tailored to meet the needs of nearly any organization. An example of this is 
the health and air travel insurance provided by the company to the National 
League baseball teams during the past season. The insurance coverage provides 
benefits for accidental death as well as medical payments for accidents sustained 
while traveling in common carriers. 

“Something for everyone” is not just a slogan, but rather a working philosophy 
for Mutual of Omaha. Young or old, Mutual of Omaha has voluntary health 
insurance plans which can be tailored to fit the needs of everyone. This wide 
variety of coverage has also given Mutual of Omaha the experience to offer 
maximum benefits at minimum cost. Because of this, Mutual of Omaha is to- 
day the largest exclusive health and accident company in the world. 


1959 Statement of Financial Condition—Dec. 31, 1959 


ASSETS 


COM 6 nckdnncnttbbinenaddacon dicen deat Sapna tet wel os Salers a ae $15, 359, 241 

Investment in bonds, at amortized cost: 
UB Ge ond eee a eek 80, 225, 234 
Puc WI a a eke a a eee eee 35, 052, 170 
States, municipalities, and agencies___._................--.- 32, 324, 370 
TIONS 5 ca cece nde cbacenadueseeeds stand 15, 556, 165 
TONG A ac a a oe cee ee. 4, 387, 396 
Canadian Government and subdivisions_.__..._-_--.----~--- 9, 753, 548 
Total. oo ea adie acate eee aeeaee 177, 298, 883 


Investment in stocks: 
Affiliated insurance companies’ common stocks, valued on 
basis approved by National Association of Insurance Com- 


minsioneis (Ome SIG She se iowa wee ceeee 22, 713, 684 
Preferred and common stocks of other U.S. corporations, 

at market (Cont S01 eer) oan a co ercaeuaneecesaeees 9, 651, 706 

TENOR a oss. sc sce abil a ieee baer ee ee 32, 365, 390 

OVER UE N ig ssn sg ws aap a ee t 6, 708, 019 
NN a aa sac scctestaan ara nlalecied sabia tenaid pea soon eine aa ees 231, 731, 5383 

LIABILITIES 
Reserves: for Dente ...........csanceanaiinesmdeateamaaamanel 79, 566, 479 


All benefits are paid immediately upon receipt and approval 
of proofs of loss. This reserve is for policyowners receiving 
monthly disability benefits, for disabilities reported but proof of 
loss forms not yet filed, and for disabilities incurred but unre- 
ported. 

Reserves for premiums unearned or paid in advance and for non- 
CRT IRS MINI es cs nacinicmecas en aicuscdeetgudapeh ace ng etnias eee alec teen ae aes 71, 069, 864 

The unearned portion of premiums paid is held in reserve 
until it is fully earned. Many policyowners, to guard against 
their policies lapsing, pay their premiums in advance. The re- 
serves for noncancelable policies represent additional amounts 
set aside as required by law. 


TR CONE TO | Cocca ns Sinttslecss He cias einstein cd eiiaeahee 4, 360, 867 
POROTVGR Tor OlNCE FI eG sc icone Raced nnn 8, 469, 747 
ROGET iat icici anki ieee 163, 466, 957 
Contingent reserve for emergencies, security, fluctuations, ete__.__- 19, 000, 000 
Seavipkeis: TOR sos i ee ee a ee 49, 264, 576 
TO ses caste sats wcrethesnaacais ata iste lagna cialis it ae i a 231, 731, 533 


54566—60——_24 
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THERE IS A DIFFERENCE 


There is a difference in health insurance and the record of Mutual of Omaha 
proves that this difference can be considerable. There are many areas in which 
an insurance firm can excel. Each of these areas receives constant attention 
from the associates, general agents, managers, officers, and directors of Mutual 
of Omaha. 

THERE IS A DIFFERENCE IN BENEFITS 


By providing maximum benefits at minimum cost, Mutual of Omaha has 
proved that there is a financial difference in health insurance. The company 
has long been a leader in the field of benefits paid to policyowners. In 1958, 
Mutual of Omaha became the first insurance firm to ever pay out over $1 bil- 
lion in health and accident insurance benefits during its first 50 years. Over 75 
percent of these benefits have been paid during the past 10 years. 

The philosophy of maximum benefits at minimum cost is exemplified by the 
fact that during 1959 Mutual of Omaha presented a golden anniversary gift to 
its policyowners in the form of additional travel accident coverage. This 
protection was added—without cost—to many of Mutual of Omaha’s regular 
policies. The aggregate face amount of this coverage exceeds 2 billion. This 
substantial expansion of coverage without cost is further proof that Mutual of 
Omaha does offer maximum benefits at minimum cost. This is an important 
difference in health insurance. 

Perhaps the most dramatic proof of Mutual of Omaha’s record of service is 
in the thousands of benefit checks issued to policyowners each day. These 
benefits total an avearge of over S2 million each week. Hundreds of associates 
administer the benefits-paying operations of Mutual of Omaha, and in this man- 
ner the association continues to remain unchallenged in its efforts to provide 
maximum benefits at minimum cost. 

There is a difference in benefits, in service, in cost, in excellent local repre- 
sentation. We believe the record of Mutual of Omaha stands as an example of 
that difference. 


THOUSANDS OF POLICYOWNERS KNOW THE DIFFERENCE 


From the thousands of policyowners who know there is a difference in health 
insurance, take for example the case of Mr. Thomas Arnoldy of Shawnee, Kans. 
He is only one of thousands who receive monthly benefits from Mutual of 
Omaha because of disability. Since he was first unable to work in 1952, Mr. 
Arnoldy has received over $17,000 from Mutual of Omaha and he will continue 
to receive his benefits of $200 each month for as long as he is so disabled— 
even for life. These monthly checks have helped Mr. Arnoldy to keep his family 
together. His son, Phillip, shown in the picture at left, is the last member of the 
family to complete school—and all of the children have completed their schooling 
since Mr. Arnoldy was disabled. In addition, Mrs. Arnoldy has often received 
benefits from her Mutual of Omaha hospital and disability insurance policies. 
This family knows the difference in health insurance. 


THERE IS A DIFFERENCE IN SERVICE 


When Mutual of Omaha asked its policyowners, “Are you satisfied with 
Mutual of Omaha's overall service?” of the hundreds of thousands of policy- 
owners replying, 96.49 percent said, “Yes.” 

Every 4 minutes of each day, someone is disabled for life. Every 1.4 seconds 
someone will be admitted to the hospital. Each day, 150,000 persons are disabled 
and over 63,000 are admitted to hospitals. Those who are disabled know the 
value of health insurance, especially protection which pays for life. 

Outstanding benefits, excellent service, and economy of operation are the 
factors contributing to the reputation of Mutual of Omaha in giving maximum 
benefits at minimum cost. 





ExHIBIt 


Senior SECURITY PLAN COMMENDED BY AMERICAN NURSING HOME ASSOCIATION 


The American Nursing Home Association publicly commended Mutual of 
Omaha recently for including nursing home benefits in its policies for people 
age 65 and over. 
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The citation arose from the convalescent nursing home benefits which are 
part of Mutual’s senior security plan. It is the first plan for people age 65 and 
over which contains this benefit clause and which has been offered to the public 
on a national basis. 

SSP HELPS LOWER MEDICAL CARE COSTS 


The award was presented to Mutual President V. J. Skutt by Mrs. Florence 
Baltz, president of the ANHA. The presentation took place in Washington, 
D.C. Mrs. Baltz pointed out that Mutual of Omaha’s new policy “will have a 
profound effect in lowering the cost of medical care to the aged. It will enable 
nursing homes to rehabilitate disabled senior citizens and return them to a 
happy, productive life.” 

The announcement of the award coincided with the opening of the second 
national enrollment of Mutual’s senior security plan. The only previous national 
enrollment was last spring when Mutual of Omaha’s first senior security enroll- 
ment brought to over 1 million the total number of senior citizens insured by 
the company. President Skutt stated that about one-quarter of these senior 
citizens have nursing home benefits in their policies. He also said, “Several 
thousands of the policies with this benefit were issued daily during our August 
enrollment.” He said that the plan would be available regardless of past or 
present health of the senior citizen. The second enrollment period was from 
August 1 to 31. 

PRIVATE ENTERPRISE CAN DO IT BETTER 


A witness to the presentation, Frank C. Bateman, executive director of the 
ANHA, commented: “The action of Mutual of Omaha proves that private enter- 
prise can come up with the answers to the case of our 16 million older people 
and can doit better and at less cost than can Government.” 


QUESTIONS AND ANSWERS ABOUT THE SENIOR SECURITY SPECIAL—MUTUAL OF 
OMATIA 


IMPORTANT 


The senior security special is not an ordinary hospital policy. It is a special 
policy designed for a special purpose—to give all senior age folks, regardless of 
age or health, the extra protection they need to help meet today’s increased cost 
of hospital care. For that reason, the senior security special pays the full weekly 
benefit even though your hospital expenses may be paid for by other insurance. 
Of course, this extra cash is paid direct to you to use as you see fit. You can 
use if for additional hospital charges, for drugs or medicines, for doctor bills, or 
for any other purpose you choose. There are absolutely no restrictions on how 
you can use the extra hospital benefits of your senior security special. 

To help vou fully understand this important new coverage, we have prepared 
this folder in easy-to-read question and answer form. Everything you need to 
know about your policy is explained in simple, nontechnical language. 

Question. How much does my policy pay for hospital confinement ? 

Answer. Your policy pays up to $2,500 for hospital confinement at the rate of 
S50 per week for as long as 50 weeks. 

The full weekly benefit of $50 is paid to you regardless of any other insurance 
you may have. This money is yours to use where you need it most—to help pay 
your hospital bill, for drugs or medicines, for doctor bills, for private duty nurs- 
ing care, etc. You alone decide how the benefits of your policy will be used. 

Question. Is there any limit to the number of times I can collect benefits? 

Answer. There is no limit, provided each period of hospital confinement is due 
to a different accident or sickness. This is a most important feature of your 
policy because it means that your benefits start over again for each different 
accident or sickness. 

Question. What happens if I return to the hospital because of the same or 
related accident or sickness ? 

Answer. There are two answers to this question : 

1. When your second confinement follows the first—by 6 months or more—it 
is considered a new confinement and full benefits start over again. 

There is no limit to the number of times full benefits start over again so long 
as each confinement due to the same or related cause, is separated by 6 months 
or more. 
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2. When your second confinement follows the first by less than 6 months, it is 
considered an extension of the first confinement. 

In this case, any benefits not used during your first confinement may be used 
to help meet the cost of your second. 

Question. When does coverage start for accidents? 

Answer. You are covered immediately for accidents occurring after the policy 
date shown in the schedule of your policy. There is no waiting period. 

Question. When does coverage start for sickness? 

Answer. You are covered immediately for sickness contracted after the policy 
date shown in the schedule of your policy. Here again, there is no waiting 
period. 

Question. Am I covered for an accident which occurred or a sickness I had 
before I took out my policy? 

Answer. Yes; your senior security policy was designed with that specific pur- 
pose in mind. 

No longer are people in your age group “uninsurable” because of some previous 
ailment or disability. The important thing to remember is that your hospital 
confinement must begin 6 months or more after the policy date shown in the 
schedule of your policy. 

We are extremely proud of the fact that through the senior security policy we 
are now able to offer protection covering conditions that you now have—even 
recurrences of old conditions will be covered. Not too long ago, this was unheard 
of in insurance circles. We feel you will agree that this feature is one of the 
distinct advantages of your policy. 

Question. May I choose my own hospital? 

Answer. Yes; for the most part, you may choose any qualified hospital. 

A qualified hospital is a place which is legally constituted as a hospital, has 
accommodations for resident bed patients, a laboratory, services of a graduate 
registered nurse and an operating room. 

Naturally, it is not the intent of the policy to provide benefits for confinement 
in any place used primarily as a clinic, convalescent, nursing, or rest home. 
Nor are the services provided by or paid for by the U.S. Government or any State 
or county tuberculosis or mental institution covered by your policy. 

Question. Is my policy good anywhere? 

Answer. Your senior security policy is effective anywhere in the United 
States—or for that matter, anywhere else in the world. 

It often becomes necessary to receive treatment outside of the area or State in 
which you live. In such cases, you can receive the treatment you need, knowing 
that your policy protects you wherever you go. 

Question. Do I have any protection against my policy’s being canceled? 

Answer. Absolutely. Your senior security policy contains a special provision 
covering this point. 

This special provision clearly states that the only time your policy can ever be 
canceled is when such action is taken on all senior security policies of this form 
carried by persons in your State. And it is very improbable that this will ever be 
necessary. 

Years of experience and research have preceded the introduction of this cov- 
erage to the public. Thus, you have the assurance that, for all practical pur- 
poses, this protection is as permanent as it is possible to make it. 

Question. Do I have any protection against a rate increase policy? 

Answer. Yes; youdo. Your senior security policy covers this point specifically. 

The only time premiums can ever be increased is when such action is taken on 
all senior security policies of this form carried by persons in your State. This 
means you have the assurance that you cannot be singled out as an individual 
policyholder for a premium increase. 

Question. Are there many times when benefits aren’t payable? 

Answer. No. In fact, your senior security policy contains fewer exceptions 
than most individual insurance policies. 

Naturally, treatment or service received while this policy is not in force is not 
covered, nor is loss caused by war, alcoholism, or drug addiction. Likewise, 
you policy does not cover disabilities for which benefits are payable under work- 
men’s compensation or employer’s liability laws since there is no need to dupli- 
“ate coverage already provided. And, as already explained, there are certain 


requirements concerning hospitals, and conditions you had when you took out 
your policy. 
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Question. If I have other insurance, will it affect my senior security policy? 

Answer. No. Regardless of the insurance you may carry with other com- 
panies, the benefits of your senior security policy will not be affected. 

This also applies to any other insurance you may have with Mutual of Omaha, 
except that you may have only one senior security policy of this form. 


APPLYING FOR BENEFITS 


Question. How do I apply for benefits? 

Answer. When it is necessary to apply for benefits, notify the office where you 
pay your premiums. They will furnish you with the necessary form. 

Be sure that the form is fully completed, including the section which must be 
filled out by your doctor. Mail this benefits form and attached bills to the same 
Mutual of Omaha office from which you requested the form. This office is set 
up to give you fast, efficient service. 


IF YOU PAY YOUR PREMIUMS MONTHLY, THIS SECTION APPLIES TO YOU ONLY 


With this booklet you received a set of four premium payment coupons, one 
for each month for the next 4 months. For your convenience, these are numbered 
1 through 4. In addition, you'll find an equal number of envelopes to be used 
with the premium payment coupons. 

Use coupon No. 1 when you make your first renewal payment, coupon No. 2 for 
your second payment, ete. Then, simply make your check or money order 
payable to Mutual of Omaha and place it in the envelope, too—stamp, seal, and 
mail. Your canceled check or money order stub will serve as your receipt. 

Note.—Please notify us of any change in your mailing address. Space has 
been provided for that purpose on the back of your premium payment coupon. 
Another set of coupons and envelopes will be sent to you after your last pre- 
mium payment coupon has been used. 

Question. How long am I covered for the premium I have already paid? 

Answer. The premium you paid with your application keeps your policy in 
force for 1 full month from the policy date shown in the “schedule” of your 
policy. 

Question. When is my next premium due? 

Answer. Your next premium is due on the first renewal date shown in the 
“schedule” of your policy. Thereafter, your premium is due each month on that 
same day. 

For your protection, your policy contains a grace period of 10 days beginning 
on the day your premium is due. Although your policy continues in force dur- 
ing the grace period, you should make every effort to pay your premiums on 
time. It is a good habit to get into and it avoids any possibility of your losing 
your coverage. 

Question. Will I receive a notice each month reminding me that a premium is 
due? 

Answer. Your policy was designed to provide maximum protection at the 
lowest possible cost to you. Therefore, the practice of sending out monthly 
reminders has been eliminated, thus keeping our handling operations to a mini- 
mum. 

That is why it is extremely important that you set up some simple method of 
reminding yourself when your premium is due. To assist you in doing this, we 
suggest that you mark your calendar now for the next 4 months. Just circle the 
date your premium is due each month. It’s a convenient way to remember this 
important date. 

Question. May I pay my premiums in advance? 

Answer. Yes; you may pay your premiums in advance for any of the months 
for which you have premium payment coupons. Remember to enclose the correct 
coupon for each of the months for which you send in an advanced premium 
payment. 


IF YOU PAY YOUR PREMIUMS QUARTERLY, SEMIANNUALLY, OR ANNUALLY, THIS 
SECTION APPLIES TO YOU ONLY 


If you pay your premium quarterly, semiannually, or annually, you will re- 
ceive a notice to remind you when your premium is due. This will reach you 
approximately 15 days before your premium due date. 
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Then all you need do is make your check or money order payable to Mutual 
of Omaha ($12.50 quarterly, $25 semiannually, or $50 annually) and mail it in 
the return envelope you receive with your premium notice. Your canceled 
check or money order stub will serve as your receipt. 

Nore.—Please notify immediately the Mutual of Omaha office where you pay 
your premiums of any change in your address. 

Question. How long am I covered for the premium I have already paid? 

Answer. The premium you paid with your application keeps your policy in 
force until the first renewal date shown in the “schedule” of your policy. 

Question. When is my next premium due? 

Answer. Your next premium is due on the first renewal date shown in the 
“schedule” of your policy. As mentioned before, you will receive your reminder 
notice approximately 15 days before your premium is due. 

For your protection, your policy contains a grace period of 31 days beginning 
on the day your premium is due. Although your policy continues in force 
during the grace period, you should make every effort to pay your premiums on 
time. It is a good habit to get into and it avoids any possibility of your losing 
your coverage. 


YOUR SENIOR SECURITY POLICY—W HAT IT MEANS TO YOU 
Mutual of Omaha 
IMPORTANT 


If you pay your premiums monthly you should have in addition to this 
booklet— 
1. Your Senior Security Policy, Form 4HSO. 
2. Four premium payment coupons. 
3. Four envelopes to be used when making premium payments. 


Nore.—See page 12 explaining how to make your premium payments. 


If you pay your premiums quarterly, semiannually, or annually you should 
have in addition to this booklet: 1. Your Senior Security Policy, Form 4HSO. 


NoTe.—See page 14 explaining how to make your premium payments. 
KEEP THIS MATERIAL TOGETHER IN A SAFE, CONVENIENT PLACE 


Be sure to give your policy number in any correspondence concerning your 
Senior Security Policy. 


QUESTIONS AND ANSWERS ABOUT YOUR SENIOR SECURITY POLIcy 


Message from the president : 


CONGRATULATIONS 


You now own one of the finest hospital-surgical policies ever designed espe- 
cially for men and women in the senior ages. It assures your independence 
and security from many of the expenses of illness and accident that are causes 
of major concern to all of us. 

To assist you in obtaining a clear and complete understanding of your senior 
security policy, our associates have prepared this booklet in easy-to-read ques- 
tion and answer form. Everything you need to know about your policy is ex- 
plained in simple, nontechnical language. 

Your policy complies with all the laws of your State. It has been filed with 
and approved by your State insurance department. We hope you will read your 
policy along with your booklet. Perhaps you have a trusted adviser who will 
review your policy and booklet with you. If this is possible, we encourage you 
to do so. 

Once again, welcome, and as you add this valuable policy to your important 
papers, remember that your Mutual of Omaha, with its more than 50 years of 
experience and over $1 billion of benefits paid, stands ready to serve you. 

Faithfully, 


V. J. Skutrr, President. 
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POLICY BENEFITS AND PROVISIONS 


Question. What does my policy pay for? 

Answer. Your policy provides benefits for: 

1. Hospital room expense. 

2. Convalescent or nursing home care. 

3. Hospital “extra” expenses, such as operating room, surgical dressings and 
casts, medicines, ete. 

4. Surgical operations. 

Question. How much does my policy pay if I go to a hospital, convalescent 
or nursing home? 

Answer. Your policy pays up to a total of 60 days in the following manner : 

1. Up to $10 per day for hospital room expense. 

2. Up to $5 per day for further care of the same condition while confined in a 
convalescent or nursing home, provided such confinement immediately follows 
at least 5 days in the hospital. 

This means that if your hospital stay lasts 5 days, convalescent or nursing 
home benefits would be available for as long as 55 days. Likewise, 12 days in 
the hospital would leave 48 days’ convalescent care-—25 days’ hospitalization, 35 
days’ convalescent care, etc. The important thing to remember is that a total 
of 60 days’ benefits is payable for any one period of confinement. 

Question. Does my policy pay for such items as operating room, medicines, 
X-rays, ete., while I'm in the hospital? 

Answer. Yes, after you pay the first $100, your policy pays 80 percent of the 
actual charges for the following hospital “extra” expenses—-up to a total of 
$1,000 in benefits. 


Operating room Anesthetics 
Surgical dressings and casts X-ray 

Medicines and hypodermics Laboratory service 
Blood transfusions Oxygen 


And these benefits are in addition to all other hospital benefits. 

Most senior age coverages offered today still have a separate limit for each 
of these hospital “extra” expenses. However, a prolonged period of hospital 
confinement may result in extensive and continued use of medicines, oxygen, ete., 
and run up the bill for such items far beyond the limits provided by ordinary 
coverages. 

That is why Mutual of Omaha's deductible way of providing for the major 
hospital ‘extra’ expenses is one of the most modern and practical methods 
available. 

Hospital “extra” expense benefits are designed to cover you during hospital- 
ization and only while benefits are payable for your room expense. These 
“extra” expense benefits do not apply to confinement in convalescent or nursing 
homes. 

Question. How much does my policy pay if I must have an operation ? 

Answer. Your policy contains a liberal schedule of benefits paying from $4.50 
to $225 for surgery regardless of where the operation is performed—home, 
hospital or doctor's office. The amount payable, of course, varies according to 
the nature of the operation and is in addition to all other benefits. 

In checking this feature of your policy, you will notice that the more serious 
the operation, the greater the benefit. These few examples will give you an 
idea. of the typical benefits provided for the hundreds of different surgical pro 
cedures covered by your senior security policy: Up to $12 is allowed for removal 
of boils, up to $45 for removal of breast tumors, up to $120 for removal of a 
cataract, up to $180 for removal of the thyroid, up to $225 for removal of a 
kidney. 

Dental surgery, service, or repair is not covered as surgery ; however, you can 
receive room and board benefits if hospital confinement is necessary. 

Question. What about fractures and dislocations? 

Answer. These, too, are covered under the liberal surgical schedule of your 
policy. 

senefits vary from $7.50 to $90 depending upon the nature of the fracture or 
dislocation. And, if an open operation is required for repair of a fracture or 
dislocation, benefits are doubled. 
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Question. Is there any limit to the number of times I can collect hospital, con- 
valescent or nursing home benefits? 

Answer. There is no limit, provided each period of hospital confinement is 
due to a different accident or sickness. And, as explained on page 4, you become 
eligible for further care in a convalescent or nursing home after only 5 days of 
hospitalization. 

This is a most important feature of your policy because it means that your 
benefits start over again for each different accident or sickness. 

Question. What happens if I return to the hospital, convalescent or nursing 
home because of the same or related accident or sickness? 

Answer. There are two answers to this question : 

1. When your second confinement follows the first—by 6 months or more—it 
is considered a new confinement and full benefits start over again. 

There is no limit to the number of times full benefits start over again so long 
as each confinement, due to the same or related cause, is separated by 6 months 
or more. 

2. When your second confinement follows the first by less than 6 months, it 
is considered an extension of the first confinement. 

In this case, any benefits not used during your first confinement may be used 
to help meet the cost of your second. However, as already explained, hospital 
“extra” expense benefits are payable only while you are eligible for hospital 
room expense benefits. 

Nore.—Five days of hospitalization are required before you may go back to 
the convalescent or nursing home. Review page 4. 

Question. When does coverage start for accidents? 

Answer. You are covered immediately for sickness originating after the policy 
date shown in the schedule of your policy. There is no waiting period. 

Question. When does coverage start for sickness? 

Answer. You are covered immediately for sickness originating after the policy 
date shown in the schedule of your policy. Here again, there is no waiting 
period. 


Question. Am I covered for an accident which occurred or a sickness I had 
before I took out my policy? 

Answer. Yes, your senior security policy was designed with that specific pur- 
pose in mind. 

No longer are people in your age group “uninsurable” because of some pre- 
vious ailment or disability. The important thing to remember is that your 
hospital confinement must begin, or your surgical operation must be performed 
6 months or more after the policy date shown in the schedule of your policy. 

We are extremely proud of the fact that through the senior security policy 
we are now able to offer protection covering conditions that you now have— 
even recurrences of old conditions will be covered. Not too long ago, this was 
unheard of in insurance circles. 

We feel you will agree that this feature is one of the distinct advantages of 
your policy. 

Question. May I choose my own hospital, convalescent or nursing home? 

Answer. Yes, for the most part, you may choose any qualified hospital, con- 
valescent or nursing home. 

A qualified hospital is a place which is legally constituted as a hospital, has ac- 
commodations for resident bed patients, a laboratory, services of a graduate reg- 
istered nurse, and an operating room. 

A qualified convalescent or nursing home is a place which is licensed to pro- 
vide nursing care to resident persons and which has the services of a graduate 
registered nurse on call 24 hours a day. Confinement in a special section or 
unit of a hospital used primarily for the care of convalescent patients is con- 
sidered as convalescent or nursing home confinement. 

Naturally, it is not the intent of the policy to provide benefits for confinement 
in any place used primarily as a clinic, rest home, or health resort. Nor are 
the services provided by or paid for by the U.S. Government or any State or 
county tuberculosis or mental institution covered by your policy. Most people 
eligible for such Government service are usually treated without charge, there- 
fore there is no reason to provide such coverage. 

Question. Is my policy good anywhere? 

Answer. Your senior security policy is effective anywhere in the United 
States—or for that matter, anywhere else in the world. 
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It often becomes necessary to receive treatment outside of the area or State in 
which you live. In such cases, you can receive the treatment you need, knowing 
that your policy protects you wherever you go. 

Question. Do I have any protection against my policy’s being canceled? 

Answer. Absolutely, your senior security policy contains a special provision 
covering this point. 

This special provision clearly states that the only time your policy can ever be 
canceled is when such action is taken on all senior security policies of this form 
carried by persons in your State. And it is very improbable that this will ever 
be necessary. 

Years of experience and research have preceded the introduction of this cover- 
age to the public. Thus, you have the assurance that, for all practical purposes, 
this protection is as permanent as it is possible to make it. 

Question. Do I have any protection against a rate increase on my policy? 

Answer. Yes; you do. Your senior security policy covers this point 
specifically. 

The only time premiums can ever be increased is when such action is taken 
on all senior security policies of this form carried by persons in your State. 
This means you have the assurance that you cannot be singled out as an individ- 
ual policyowner for a premium increase. 

Question. Are there many times when benefits aren't payable? 

Answer. No. In fact, your senior security policy contains fewer exceptions 
than most individual insurance policies. 

Naturally, treatment or service received while this policy is not in force is not 
covered, nor is loss caused by war, alcoholism, or drug addiction. Likewise, 
your policy does not cover disabilities for which benefits are payable under work- 
men’s compensation or employer's liability laws since there is no need to dupli- 
ate coverage already provided. 

And, as already explained, there are certain requirements concerning hospitals, 
convalescent and nursing homes, and conditions you had when you took out 
your policy. These are thoroughly explained on the preceding pages. 

Question. If I have other insurance, will it affect my senior security policy? 

Answer. No. Regardless of the insurance you may carry with other companies, 
the benefits of your senior security policy will not be affected. 

This also applies to any other insurance you may have with Mutual of Omaha, 
except that you may have only one senior security policy. 


APPLYING FOR BENEFITS 


Question. How do I apply for benefits? 

Answer. When it is necessary to apply for benefits, notify the office where you 
pay your premiums. They will furnish you with the necessary form. 

3e sure that the form is fully completed, including the section which must be 
filled out by your doctor. All bills should be itemized and attached. 

Mail this benefits form and attached bills to the same Mutual of Omaha office 
from which you requested the form. This office is set up to give you fast, efficient 
service. 


IF YOU PAY YOUR PREMIUMS QUARTERLY, SEMIANNUALLY, OR ANNUALLY, THIS SECTION 
APPLIES TO YOU ONLY 


If you pay your premiums quarterly, semiannually, or annually, you will re- 
ceive a notice to remind you when your premium is due. This will reach you 
approximately 15 days before your premium due date. 

Then all you need do is make your check or money order payable to Mutual 
of Omaha ($25.50 quarterly, $51 semiannually, or $102 annually) and mail it in 
the return envelope you receive with your premium notice. Your canceled check 
or money order stub will serve as your receipt. 

Nore.—Please notify immediately the Mutual of Omaha office where you pay 
your premiums of any change in your address. 

Question. How long am I covered for the premium I have already paid? 

Answer. The premium you paid with your application keeps your policy in 
force until the first renewal date shown in the “schedule” of your policy. 

Question. When is my next premium due? 

Answer. Your next premium is due on the first renewal date shown in the 
“schedule” of your policy. As mentioned before, you will receive your notice 
approximately 15 days before your premium is due. 
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For your protection, your policy contains a grace period of 31 days beginning 
on the day your premium is due. Although your policy continues in force during 
the grace period, you should make every effort to pay your premiums on time. 
It is a good habit to get into and it avoids any possibility of your losing your 
coverage. 


We'd like to know the people you know 


Thousands of people have entrusted their protection to us upon the recom- 
mendation of friends. 

We hope that you, as a satisfied policyholder, will introduce us to the people 
you know, too—that they may know the peace of mind and security that you 
enjoy. 

Remember, Mutual of Omaha not only offers the finest in senior age Coverage 
but also a complete line of hospital-surgical coverages * * * and “emergency 
paycheck” income protection policies. It’s flexible, low-cost modern coverage 
designed to meet almost every need. For young families, single working people, 
children, and families large and small. 

Do your friends and relatives the favor of telling them about Mutual of 
Omaha. Then print their name and address on the coupon below and mail to 
Mutual of Omaha, Omaha, Nebr. 

This could well be one of the most worthwhile things you could do for your 
friends or relations. 


Tue Cost oF HeattH—CaAN BLuE Cross Survive Irs Own Swccess? 
(By Edward T. Chase in the Oct. 29, 1959, issue of the Reporter ) 


Although good news about miraculous new cures arrives constantly from our 
laboratories and hospitals, there is nevertheless a profound sense of uneasiness 
throughout the world of American medicine today. The symptoms take many 
forms. Doctors are concerned not only about their incomes but also about 
threats to their professional freedom and the time-honored doctor-patient rela- 
tionship. The public, alarmed by ever-rising medical costs and particularly 
hospital costs, is voicing louder and louder demands for protection from financial 
hardship caused by illness. Baldly stated, the fundamental issue of the whole 
heated debate now going on is whether this protection can be secured within the 
framework of a private voluntary system of health care or whether it requires 
instead a large measure of Government intervention. 

Because Blue Cross, which covers hospital expenses for more than 55 million 
people, is far and away the largest and most important single institution in the 
private health-care field, it is inevitably right in the center of any discussion of 
medical economics. And Blue Cross is in trouble. It is racked by a series of 
inner conflicts and dilemmas. Worst of all, it may well be pricing itself out of 
the market it was established to serve. 

The original plan was devised in 1929 by a Texas educator, Justin Ford Kim- 
ball, Ph. D., of Baylor University. The plan that is credited with starting the 
Blue Cross movement was a simple three-party agreement to pay the cost of 
hospital care. Subscribers paid 50 cents monthly into a common fund, the “pre- 
payment fund,” which was used to cover hospital bills. The hospital in turn 
promised to provide a certain number of days of service for a specified payment 
from the common fund. The entire transaction was nonprofit. Dr. Kimball’s 
aim was not only to ameliorate the plight of Baylor University Hospital but also 
to help the citizens of Dallas, especially his fellow teachers, who were having 
serious trouble meeting their hospital bills. 

Under the impact of the depression, plans roughly similar to the Baylor plan 
sprang up in various localities. The concept of individual prepayment for pos- 
sible future hospital services through group enrollment and the cooperation of 
community hospitals soon became firmly established. In 1933 the American 
Hospital Association threw its national support behind the plans. The Ameri- 
ean College of Surgeons and the American Medical Association added their 
endorsements. 

Even though they are not, strictly speaking, insurance companies, the plans 
operate by State charter under the supervision of State insurance commissions 
that administer regulations requiring reasonable reserves, make periodic ex- 
aminations, supervise rates, and approve contracts. The plans are governed by 
private citizens, usually with a preponderance of hospital administrators, phy- 
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sicians, and business leaders. Some 1,800 people comprise the boards of the 79 
Blue Cross plans across the country. The Blue Cross Commission, with head- 
quarters in Chicago, was created in 1946 by the American Hospital Association 
as the general coordinating body for all the plans. 


BLUE CROSS IN THE RED 


Blue Cross has been astonishingly suecessful—and in a way it is the victim 
of its own success. It is hardly necessary to point out here that the increase in 
medical costs, and especially hospital costs, has far outdistanced the general 
postwar rise in the cost of living. Hospital costs rise 5 to 6 percent year after 
year. They are much the most important part of the medical bill, accounting 
for more than two-thirds of it as the hospital increasingly becomes the heart of 
our health-care system. And Biue Cross, it must be emphasized, covers only 
hospital expenses, in contrast to its younger, smaller cousin, Blue Shield, a doc- 
tor-run organization that covers a number of surgical and medical services. 

As medical costs have continued to rise. Blue Cross plans in city after city 
have made applications for increases in rates of from 10 to 538 percent. In 
New York, for example, there was recently a 26.5 percent increase, on top of a 
22 percent rise the previous year. Blue Cross’s problems are of course exacer- 
bated by the revolution in medical science the proliferation of costly new hospital 
upparatus, drugs, and extra services requiring more personnel. The patients, 
meanswhile are demanding all of this and more. An ever better informed and 
better heeled urbanized population demands the best medical care available. 
And yet inflationary pressures in medical costs are only part of Blue Cross’s 
troubles. 

From its beginning in the 1930’s as a private voluntary institution, Blue Cross 
has been endorsed and hailed by organized medicine as the answer to proponents 
of compulsory Government health insurance. At the same time. Blue Cross 
has always insisted that it is not just another form of private insurance (which 
its leaders seem to regard as tainted with the profit motive), on the technical 
ground that it does not pay individual policyholders cash allowances toward 
expenses incurred, as insurance usually does, but instead provides service bene- 
fits in hospitals. Blue Cross’s original appeal was the appeal of community 
service, and the appeal was effectively promoted. It succeeded in impressing 
upon organized medicine, the hospitals, and the public alike that this was the 
free American way of providing health care. 

And yet Blue Cross may be able to save itself only by adopting many of the 
characteristics of the very thing its leadership has always been determined 
to preclude. If Blue Cross should now cease to expand its membership enroll- 
ment and also fail to broaden the range of its services in response to public 
demand, or if any substantial number of the 79 regional Blue Cross plans should 
go bankrupt in the attempt, it seems clear that there will simply have to be sub- 
stantial subsidization from some outside source. 

Initially, Blue Cross covered employee groups only. These normally are in 
the younger, healthier segment of the population. But over the years, its 
philosophy of welfare service for the whole community gradually extended its 
coverage until it arrived at its present policy of individual as well as group 
enrollment. 

The insurance industry, emboldened by Blue Cross’ spectacular success in the 
health-insurance market, one it had theretofore spurned as profitless, launched 
into: strenuous competition. The competition between Blue Cross and the S00- 
odd insurance companies now in the health-insurance field has taken on the 
character of a mortal combat. By the 1950's the commercial carriers had 
caught up with and begun to pass Blue Cross in the numbers of persons they 
provide with hospital insurance. In Blue Cross literature, commercial insur- 
ance has been painted as the avaricious, unfair rival, uninhibited by ideals of 
communitywide service, and thus able to skim the cream off the market. 

Since Blue Cross’ fundamental commitment to community rating means that 
practically everyone is eligible and pays the same rate, the proportion of the 
infirm aged subscribing to Blue Cross is naturally high. Among the 15 million 
Americans over 65, two-thirds of those who hold some sort of health coverage 
belong to Blue Cross, some 3% million people. The commercial carriers, on the 
other hand, using the principle of experience rating to reduce adverse risks 
(that is, accepting only favorable risks, preeminently employee groups), are 


able to provide the younger people with cheaper coverage. Blue Cross loses 
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them while it gains an ever-greater concentration of the old, who are hospital- 
ized more than twice as many days per capita as the population as a whole, at 
a cost three to four times that of the younger population. This has a great 
deal to do with the fact that the Blue Cross plans had an $8 million deficit in 
1957 and a staggering $10 million deficit last year. 


SHOULD IT BE A MONOPOLY? 


Against this sort of pressure, how can Blue Cross maintain its ideal of non- 
profit service benefiting the entire community? One solution, of course, would 
be for Blue Cross to become a national monopoly. 

Monopoly has never been directly proposed in exactly so many words by Blue 
Cross leadership. Nonetheless, it is the clear implication of the position reiter- 
ated in rate hearings when Blue Cross constantly accuses the commercial 
carriers of preventing it “from serving the needs of the community.” More- 
over, the argument that one good program is cheaper than two or three over- 
lapping poor ones and that this one program should be on the Blue Cross 
principle of service benefits rather than cash is a recurrent theme in Blue Cross 
literature. Late in August, John R. Mannix, a top Blue Cross official in Ohio, 
proposed that the American Hospital Association set up what in effect would 
be a super Blue Cross plan to be called the American Blue Cross: chartered by 
Congress, it would cover both major and minor hospital, medical, and dental 
bills and would be available to everybody, including the unemployed and the 
retired. Unless this radical step is taken, he warned, “the question as to 
whether or not we are to have a governmental health system in the United 
States will be decided affirmatively tomorrow.” 

Blue Cross has often aggressively sought a role as the Government’s agent in 
many medical matters. After first asking for all or none of Medicare, the 
Government-paid health insurance for dependents of the military, Blue Cross 
eventually settled for two-thirds of the business, with the commercial carriers 
getting the rest. Should the Forand bill, which would provide hospitalization 
and related services to social security beneficiaries, ever go through—and it 
appears more likely of passage at each session of Congress—Blue Cross would 
probably become its fiscal agent. 

Instead of trying to eliminate the competition by acquiring a monopoly, Blue 
Cross could, of course, adopt the tactics of its commercial competitors by limiting 
service. It could do this either by using experience rating to avoid the bad 
risks or by providing so-called catastrophe coverage and thus limiting its 
coverage to the rarer big emergencies. There are already a few modest in- 
stanees of experience or merit rating, as it is called, in some of the Blue Cross 
plans, and more attempts can be expected in the future. Philadelphia Blue 
Cross, for example, has proposed somewhat lower rates for groups that had less 
hospitalization during the prior year than other groups. But this expedient 
cannot really work to any appreciable extent. The plain fact is that unless the 
healthy, productive young partially subsidize the ever larger number of aged by 
paying for more than their “actuarial” share, the aged will be confronted with 
impossibly high rates and Blue Cross will inevitably have to abadon community- 
wide nonprofit service. 

Similarly, while provisions of only catastrophe coverage would undeniably 
reduce costs, since minor infirmities would be paid for by the patient, most Blue 
Cross leaders feel that it would also lessen the utility of their plans and leave 
those least able to afford it the necessity for bearing the brunt of their hospital 
expense. This would obviously relegate Blue Cross to the minor role of standby 
protection against economic calamity. Organized labor frowns on the idea 
because it feels the workingman might be deterred from getting needed care and 
that in any case he still cannot shoulder the burden of the relatively less costly 
illnesses by himself. A few in Blue Cross have suggested that two plans be 
offered: one the traditional coverage, the other catastrophe coverage. But 
others object that the higher overhead costs of administering two plans would 
tend to nullify the possible economies. 


TOO MANY PEOPLE IN HOSPITALS 


As if these difficulties were not enough, Blue Cross now finds itself backed to 
the wall by the fact that its coverage is, with only the rarest exceptions, confined 
to treatment in hospitals. The resultant overutilization of the hospital has 
become something of a national scandal, eliciting “view with alarm” articles, 
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legislative inquiries, indignant letters to the editor, a plethora of conferences 
and speeches in the medical and insurance worlds, and much bad feeling among 
the doctors, the hospitals, Blue Cross, and the public. 

The problem for Blue Cross is not only how to prevent abuses but also how 
to control the mechanics of coverage for outpatient care. This includes visits 
to doctors’ offices (at the patients’ initiative, of course), getting an X-ray, or 
diagnosis at a clinic. It presents a staggering underwriting problem. Hence 
there has been an ineivtable and disastrous stress on institutional care. Many 
physicians hospitalize patients bent on getting their money’s worth out of 
hospital insurance regardless of genuine need. All too often patients are hos- 
piialized purely for diagnosis under the guise of treatment. 

As the insurance commissioner of Pennsylvania put it in his adjudication 
after a recent Blue Cross rate hearing, “Such conduct on the part of the doctor 
[unnecessary commitment of patient in a hospital] renders him a collaborator 
with a private party in the violation of his Blue Cross contract.” But in accord- 
ance with the tradition that the doctor can do no wrong, county medical societies 
take no disciplinary action whatsoever even when pressed to do so by State 
medical societies. 

Various studies have shown that a minimum of 20 percent of the hospital 
population need not be there and could just as well or even more effectively be 
handled in much less expensive accommodations. The consequence of unneces- 
sary admissions, overlong confinements by convalescents in overelaborate quar- 
ters, and similar hospital abuse has been to increase the already swelling costs 
of medical care; it has risen 50 percent in the last decade. And so it happens 
that Blue Cross, which was originally set up to make hospital care available to 
everyone, finds itself asking for ever higher rates to compensate for the fact that 
too many patients with Blue Cross coverage have been sent to hospitals. Truly, 
it has succeeded only too well in accomplishing its original mission. 

Some Blue Cross leaders feel that the hospitals themselves should take the 
initiative by augmenting their medical-care services so as to include more out- 
patient care, which Blue Cross could then cover in a new kind of contract. But 
why put all the blame on the hospitals? After all, Blue Cross itself is now a 
vital part of the hospital system, as evidenced by its relationship to the Ameri- 
can Hospital Association. The truth is that both doctors and Blue Shield can 
get pretty nasty when a hospital takes the initiative in providing the outpatient 
services that traditionally have been a prime source of the doctor’s income. 
What’s more, the fundamental needs, according to experts in medical economics, 
are radical changes in hospital design and an expansion in services so as to 
provide for truly comprehensive health care—especially preventive and restora- 
tive care. This, of course, is a job that Blue Cross never asked for. It has 
simply been overwhelmed by the public’s acceptance of its basic service and now 
finds itself a giant, charged with new and enormous responsibilities that it 
neither created nor anticipated. 


WHO'LL COVER THE DEFICITS? 


Such are the tensions in medical economics today that the friendship of Blue 
Cross and the hospitals has often degenerated into a feud. It is a complicated 
controversy involving once again Blue Cross’s quasi-public welfare philosophy. 
The hospitals’ complaint is that the reimbursement formulas of the service plans 
do not recompense them properly for such essential expenditures as upkeep, 
expansion and remodeling, medical and nursing education, and research, let alone 
the burden of free care for the indigent. They argue that when Blue Cross claims 
for itself the prestigious role of welfare agent for communitywide hospital 
services on a nonprofit, public-service basis, then it must also acknowledge such 
costs as its own legitimate concern. In effect, Blue Cross is being asked to ac- 
cept responsibility for the hospitals’ survival and growth. 

It is hardly that simple, however. From small and almost casual beginning, 
Blue Cross has grown immensely because it met a vital public need, and it 
cannot be accused of sidestepping challenges, at least up until now. Blue Cross 
can contend, and on occasion does so with asperity, that charity cases, for ex- 
ample, are the responsibility of the county and municipal authorities and that a 
larger proportion of this hospital expense should be met out of taxes rather than 
passed on to those provident enough to subscribe to Blue Cross. 

What has happened, of course, is that charitable contributions are no longer 
sufficient to finance the frightfully costly kind of apparatus and construction 
the modern hospital requires. 
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Faced with somewhat the same problems, our medical schools have been in 
continual financial embarrassment and unable to expand rapidly enough to 
provide new doctors to serve the growing population. Medical schools, like the 
rest of American medicine, have traditionally been greatly dependent on private 
philanthropy, which now derives increasingly from corporation donations. But 
the principal source of support at present, 60 percent of it in fact, comes from 
governmental tax funds—30 percent from the National Government and another 
30 percent from local and State governments. 

Since it seems clear that Blue Cross cannot meet the hospitals’ deficits without 
pricing itself out of existence, there are many who feel that some such more or 
less amiable partnership between government and private auspices offers the 
only possible solution to the present argument between Blue Cross and the 
hospitals. 





LABOR’S LOVE LOST 


The hospitals are not the only friends with which Blue Cross has had bitter 
arguments. There is also organized labor. 

The biggest single shot in the arm for Blue Cross’s amazing growth was 
the wartime wage freeze, which put a new stress on welfare benefits. For many 
years Blue Cross was a great favorite of labor. But recently some important 
unions have abandoned Blue Cross, disturbed by its apparent inability to control 
costs and even more so by its limited coverage. Labor has been increasingly 
attracted to the so-called independent plans, involving group practice by salaried 
physicians providing comprehensive care, both preventive and restorative as 
well curative, on a group prepayment basis. More than 3 million people, a large 
percentage of them in labor groups, are now enrolled in these prepaid group 
practice plans. Among the better known are Group Health Association in 
Washington, D.C., HIP in New York, the Kaiser Foundation Health Plan on 
the west coast, the Ross-Loos Medical Group in Los Angeles, and the new UAW- 
sponsored Community Health Association in Detroit. 

Moreover, organized labor, impressed by the decade of solid success achieved 
by the United Mine Workers’ own chain of hospitals, has been seriously con- 
sidering building and running its own facilities. A month ago. in a bitter denun- 
ciation of Blue Cross’s high rates, limited coverage, and insufficient community 
representation, New York City’s AFL-CIO Central Labor Council proposed 
that the unions develop not only their own system of hospitals throughout the 
five boroughs but also their own medical-insurance program and possibly their 
own medical school. 

Labor has also launched a belated drive to unionize nonprofessional hospital 
workers, a grossly underpaid group that for years has been partly subsidizing 
the medical care of all of us. Once again, Blue Cross is caught in the crossfire. 

Labor’s attitude is extremely important for the future of Blue Cross. The size 
of the groups involved is not the only factor. The pattern set in labor-manage- 
ment negotiations among major companies establishes the pattern of rates and 
range of benefits for almost everyone else. It is worth noting in this connection 
that Blue Cross, by virtue of its character as a nonprofit community liaison 
between the hospitals and the public, cannot change benefits arbitrarily but must 
first get agreement from both labor and management. 


AN OUNCE OF PREVENTION 


In the long run, the most serious of all Blue Cross’s problems is the paradox 
that while it is the outstanding American creation in the field of health insurance, 
by its very nature it has inhibited the most promising developments in health 
care—preventive and restorative medicine. The result of Blue Cross’s tremen- 
dous growth as a prepayment mechanism for hospital care is its total absorption 
with curative care of acute diseases and disorders within the confines of the 
general hospital. This happens to run directly counter to the prevailing trend in 
contemporary medical thinking. The new emphasis on prevention and rehabilita- 
tion is being dictated by great economic pressures as well as by medical progress. 
Thus by and large, the best. medicine is the cheapest medicine. This means that 
people must first of all be kept healthy: if sick, cured expeditiously, and more 
than cured—rehabilitated for a secure return to society, with minimum chance of 
relapse. 

Blue Cross is not contributing to realization of this ideal. Quite the contrary. 
One of the ideal’s essentials is that there be a more precise fitting of medical serv- 
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ices to particular patients’ conditions, not the lumping of all the disabled into the 
general hospital. According to the experts, the general hospital may be the 
nucleus of the new comprehensive community health centers that are required. 
But preventive practices performed at moderate cost in facilities designed for 
outpatient services—health examinations, diagnostic tests, laboratory tests—are 
crucial if we expect to avoid the excessive medical costs that arise from keeping 
our hospitals filled with a huge population of the ill and the ostensibly ill. 

Likewise, facilities must be designed that will adequately meet the more 
simple needs of the ambulatory ill and the convalescent, who now, partially from 
the pressure of Blue Cross, exploit hospital services that have been designed 
strictly for the acutely ill. This also means development of ‘better nursing-care 
units for the chronically ill and the elderly, as part of the community health center 
but distinct from the general hospital itself. It means rehabilitation facilities 
and self-help units within the community health center and it means home 
nursing-care services. In short, it means a more elaborate and subtle articulation 
of health services on a continuing and not episodic basis. This sort of health 
care is both cheaper and better. 


THE MIDDLE WAY 


It is difficult to foresee just how Blue Cross will manage to extricate itself 
from all its harassments. Blue Cross in Canada has been largely superseded by 
government hospitalization insurance as of this year. In Washington this spring 
a momentous 117-page report was submitted to the House Ways and Means Com- 
mittee by the Secretary of Health, Education, and Welfare, Arthur 8. Flemming, 
on the pros and cons of Federal hospitalization for social security beneficiaries 
(the objective of the Forand bill). Significantly, though Mr. Flemming later 
went on record against Government action as advocated in the Forand bill, at 
least at this time, the introduction to his departmental report took no sides. It 
posed the question in this way: Should the Federal Government undertake to 
pay hospital and medical-care costs for the aged now, or wait to see if voluntary 
private insurance will rise to the challenge of meeting the requirements of the 
elderly? The report then listed the pros and cons of Government intervention 
with admirable impartiality. 

The insurance industry, organized medicine, and business in general, while all 
willing to concede that covering the aged presents a very pressing problem, are 
against Government action. They are convinced that a decision to let Federal 
Government provide even limited hospital insurance for the aged would de- 
cisively slow down the rapid growth of voluntary health insurance. 

On the other hand, speaking for the Forand bill on behalf of labor, Walter 
Reuther contends that far from destroying voluntary private insurance, it would 
furnish a “basic minimum standard” of protection for the aged, on which private 
insurance could build. Most of the proponents of the bill are satisfied to point 
out that only about 40 percent of those over 65 have any kind of health insur- 
ance and that according to the Flemming report private insurance will not 
succeed in covering more than 70 percent of the aged population even if given 
a free hand until 1965. 

Some opponents of the Forand bill have argued that Federal hospital insur- 
ance for the aged would not only slow down the growth of private insurance 
for all but would lead inevitably down the road to Government control of all 
health services. On this score it should be noted that 44 percent of the Nation’s 
$6-billion hospital bill is already being paid by government via public funds (14 
percent by the Federal Government through its various veterans’ and military 
programs, 380 percent by State and local governments), as against only 28 
percent by private insurance, including the $1,357,392.014 in hospital payments 
made by Blue Cross (1958). As to the cost of total U.S. personal health serv- 
ices—this excludes public expenditures for military and community health 
services—about 25 percent is paid for by government compared with around 
16 percent by private health insurance. In short, government is already very 
much in the health-care business, and has been for some time. 

Secretary Flemming has spoken of Government and insurance “agreeing” on 
an imaginative program to meet the hospital-insurance needs of the aged. It is 
known that he is having his Department draw up proposals to provide Federal 
subsidies for private insurance carriers to enable them to cover the worse-than- 
average risks, presumably with Blue Cross participation. He will probably 
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Faced with somewhat the same problems, our medical schools have been in 
continual financial embarrassment and unable to expand rapidly enough to 
provide new doctors to serve the growing population. Medical schools, like the 
rest of American medicine, have traditionally been greatly dependent on private 
philanthropy, which now derives increasingly from corporation donations. But 
the principal source of support at present, 60 percent of it in fact, comes from 
governmental tax funds—30 percent from the National Government and another 
30 percent from local and State governments. 

Since it seems clear that Blue Cross cannot meet the hospitals’ deficits without 
pricing itself out of existence, there are many who feel that some such more or 
less amiable partnership between government and private auspices offers the 
only possible solution to the present argument between Blue Cross and the 
hospitals. 
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ciation of Blue Cross’s high rates, limited coverage, and insufficient community 
representation, New York City’s AFL-CIO Central Labor Council proposed 
that the unions develop not only their own system of hospitals throughout the 
five boroughs but also their own medical-insurance program and possibly their 
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Labor has also launched a belated drive to unionize nonprofessional hospital 
workers, a grossly underpaid group that for years has been partly subsidizing 
the medical care of all of us. Once again, Blue Cross is caught in the crossfire. 
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ment negotiations among major companies establishes the pattern of rates and 
range of benefits for almost everyone else. It is worth noting in this connection 
that Blue Cross, by virtue of its character as a nonprofit community liaison 
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In the long run, the most serious of all Blue Cross’s problems is the paradox 
that while it is the outstanding American creation in the field of health insurance, 
by its very nature it has inhibited the most promising developments in health 
care—preventive and restorative medicine. The result of Blue Cross’s tremen- 
dous growth as a prepayment mechanism for hospital care is its total absorption 
with curative care of acute diseases and disorders within the confines of the 
general hospital. This happens to run directly counter to the prevailing trend in 
contemporary medical thinking. The new emphasis on prevention and rehabilita- 
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Thus by and large, the best medicine is the cheapest medicine. This means that 
people must first of all be kept healthy: if sick, cured expeditiously, and more 
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ices to particular patients’ conditions, not the lumping of all the disabled into the 
general hospital. According to the experts, the general hospital may be the 
nucleus of the new comprehensive community health centers that are required. 
But preventive practices performed at moderate cost in facilities designed for 
outpatient services—health examinations, diagnostic tests, laboratory tests—are 
crucial if we expect to avoid the excessive medical costs that arise from keeping 
our hospitals filled with a huge population of the ill and the ostensibly ill. 

Likewise, facilities must be designed that will adequately meet the more 
simple needs of the ambulatory ill and the convalescent, who now, partially from 
the pressure of Blue Cross, exploit hospital services that have been designed 
strictly for the acutely ill. This also means development of better nursing-care 
units for the chronically ill and the elderly, as part of the community health center 
but distinct from the general hospital itself. It means rehabilitation facilities 
and self-help units within the community health center and it means home 
nursing-care services. In short, it means a more elaborate and subtle articulation 
of health services on a continuing and not episodic basis. This sort of health 
care is both cheaper and better. 


THE MIDDLE WAY 


It is difficult to foresee just how Blue Cross will manage to extricate itself 
from all its harassments. Blue Cross in Canada has been largely superseded by 
government hospitalization insurance as of this year. In Washington this spring 
a momentous 117-page report was submitted to the House Ways and Means Com- 
mittee by the Secretary of Health, Education, and Welfare, Arthur S. Flemming, 
on the pros and cons of Federal hospitalization for social security beneficiaries 
(the objective of the Forand bill). Significantly, though Mr. Flemming later 
went on record against Government action as advocated in the Forand bill, at 
least at this time, the introduction to his departmental report took no sides. It 
posed the question in this way: Should the Federal Government undertake to 
pay hospital and medical-care costs for the aged now, or wait to see if voluntary 
private insurance will rise to the challenge of meeting the requirements of the 
elderly? The report then listed the pros and cons of Government intervention 
with admirable impartiality. 

The insurance industry, organized medicine, and business in general, while all 
willing to concede that covering the aged presents a very pressing problem, are 
against Government action. They are convinced that a decision to let Federal 
Government provide even limited hospital insurance for the aged would de- 
cisively slow down the rapid growth of voluntary health insurance. 

On the other hand, speaking for the Forand bill on behalf of labor, Walter 
Reuther contends that far from destroying voluntary private insurance, it would 
furnish a “basic minimum standard” of protection for the aged, on which private 
insurance could build. Most of the proponents of the bill are satisfied to point 
out that only about 40 percent of those over 65 have any kind of health insur- 
ance and that according to the Flemming report private insurance will not 
succeed in covering more than 70 percent of the aged population even if given 
a free hand until 1965. 

Some opponents of the Forand bill have argued that Federal hospital insur- 
ance for the aged would not only slow down the growth of private insurance 
for all but would lead inevitably down the road to Government control of all 
health services. On this score it should be noted that 44 percent of the Nation’s 
$6-billion hospital bill is already being paid by government via public funds (14 
percent by the Federal Government through its various veterans’ and military 
programs, 30 percent by State and local governments), as against only 28 
percent by private insurance, including the $1,357,392.014 in hospital payments 
made by Blue Cross (1958). As to the cost of total U.S. personal health serv- 
ices—this excludes public expenditures for military and community health 
services—about 25 percent is paid for by government compared with around 
16 percent by private health insurance. In short, government is already very 
much in the health-care business, and has been for some time. 

Secretary Flemming has spoken of Government and insurance “agreeing” on 
an imaginative program to meet the hospital-insurance needs of the aged. It is 
known that he is having his Department draw up proposals to provide Federal 
subsidies for private insurance carriers to enable them to cover the worse-than- 
average risks, presumably with Blue Cross participation. He will probably 
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present this proposal to Congress at the next session when the Forand bill comes 
up again. 

Spirited public debate is bound to revolve around this problem. But the most 
likely outcome, as Secretary Flemming apparently realizes better than most, is 
that the peculiar American talent for combining governmental, private, and 
philanthropic enterprises will continue to dominate American health care for 
some time to come. 








